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ONLY ROVAL: 


WITH A SINGLE MASTER STROKE— 
MAGIC Margin, the most advanced improve- 
ment of all—Royal creates another great 
typewriter first! 

But that’s not all! Graceful, modern lines, 
together with many other Features of the 
Future, distinguish this New Easy-Writing 
Royal as the finest typewriter ever produced! 

On the New Royal, there’s no more setting 
of margins by hand—no more hunting and 
picking of stops! The operator merely posi- 
tions the carriage, Royal’s marvelous MAGIC 
Margin does the rest automatically! 

No more “type-bar blur;” Royal’s new 
Hinged Top conceals the type-bars, protects 
the eyes of the typist! 

All manual controls are positioned for 


easy, instant action—formed to fit the fingers! 


Smooth, swift, quiet—well-nigh effortless 
in operation —this New Royal brings a real 
thrill to every typist. It sets a new standard 
of convenient, fast, and economical typing. 


GIVE ROYAL’S NEW NO. 1 
THE DESK TEST 


Try this revolutionary typewriter—in your office—with 
your own operators. Phone your local representative for 
full information, or address Royal Typewriter Company, 
Inc., 2 Park Ave., New York City. Factory: Hartford, Conn. 


WHAT WILL THE NEW YORK WORLD'S FAIR LOOK LIKE? Ask, or write for Royal's free World's Fair Book—"'The World of Tomorrow—How It Will Look!” 
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Scanning Controllership Scene 








Suggested Amendments of Federal Revenue Act 


What may well be regarded as the latest and most authentic 
word from business concerning what it thinks is desirable and 
practicable in the way of amendment of the Federal Revenue Act 
of 1938, for the purpose of bringing about more equitable applica- 
tion of the federal tax than in the past, appears in this number of 
“The Controller.” These recommendations do not deal with rates 
and forms of taxes, but have to do principally with procedure, 
and administrative rules. The recommendations are in the form of 
a report prepared by the Committee on Cooperation with the 
Treasury Department, of The Controllers Institute of America, of 
which Mr. F. G. Hamrick, of American Smelting and Refining Com- 
pany, is chairman. Several months were devoted by the committee 
to study of the problem, and the report as evolved is the result of 
painstaking effort to be of real assistance to the Treasury Depart- 
ment by presenting the views of controllers and of other business 
executives, on these particular points. The officials of the Treas- 
ury had indicated that they would welcome such suggestions. The 
report was placed in the hands of Undersecretary of the Treasury 
John W. Hanes on December 1 by Chairman Hamrick. Mr. Hanes 
stated that the report would have very careful consideration. 
Preparation and submission of this report by The Controllers In- 
stitute constitute a constructive service to business as a whole. It 
is to be hoped that some at least of the suggestions contained in 
the report with respect to proposed amendment of the act and of 
the administrative rules and procedures will be adopted and come 
through the legislative mill fairly intact. Careful reading of the 
recommendations presented in the report will be well worth 
while. 
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Accountants’ Working Papers Case Closed 


The cases referred to in the article in our November 
issue entitled “Should Accountants Yield Working Pa- 
pers Under Dragnet Subpoena” will not be test cases, 
since the government agency which issued the disputed 
subpoenas closed the proceeding in aid of which they 
were purported to be issued, and by that action rendered 
the controversy moot. The restraining orders which 
prevented the public accountants from turning over their 
working papers to the government agency had been con- 
tinued from time to time by mutual agreement between 
the attorneys. Since the cases stood for hearing before the 
government agency, before the restraining orders ex- 
pired, and there was no longer any occasion for extend- 
ing the orders, the only thing left to do was to explain 
the situation to the court and move to dismiss the cases 
without prejudice, which was done on November 10. 
The question involved is still live. Shall accounting 
working papers be the property of the public account- 
ants, or of the clients? If the property of the public ac- 
countants, should they defend them against dragnet sub- 
poenas and other unreasonable invasions of privacy? 
Corporation executives may well concern themselves 
with these questions in their dealings with public ac- 
countants. 
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When Element of Control Is Lacking 


One criticism that frequently is made of the management of many 
businesses is that such management “is loose and lacks coordination.” 


Men who visit the offices of The Controllers Institute of America 
often speak of and deplore such conditions and methods as they 
feel lack the important element of control. Department heads too 
often fail to see the picture of the business as a whole, these critics 
point out, and do not cooperate with efforts to standardize and 
coordinate procedures. The brunt of this weakness falls usually 
on the controller, who is concerned about the records that should 
be kept, their form, and the scope, frequency and promptness of 
reports. This condition, it is pointed out, usually exists in long 
established businesses, in which old habits have firmly established 
themselves. Controllers, when given proper authority, usually can 
correct such conditions. 


Why Not Tabulate Requests by Government for Reports? 


Do business executives as a rule know how many reports of 
various kinds, statistical and otherwise, are being exacted from 
their enterprises each year by governmental agencies? Do these 
executives realize the extent of this drain on the resources of their 
companies? The answer apparently is that they do not. In fact, a 
record as to the number, scope and purpose of such reports, made 
to governmental and state agencies, in many cases is not kept. An 
inquiry addressed recently to a small group of controllers of com- 
panies in diversified lines of business, asking information con- 
cerning the number and scope of statistical and other reports 
required from them so far this year, disclosed the fact that this 
information is not readily available in the offices of many con- 
cerns. It is suggested that it would be illuminating and helpful if 
business concerns would set up such a record and tabulate at least 
the number of such reports now being demanded, with possibly a 
notation as to the cost of preparing each one. That would be a 
start toward eliminating duplications, and possibly toward simpli- 
fication. 


Many companies are sending memoranda or orders to 
office employees, with respect to compliance with the 
provisions of the Fair Labor Standards Act. A sample 
of such a memorandum is presented in this issue—that 
of the Vick Chemical Company, of New York. This 
will be helpful to other controllers. 


Relation Between Cost and Selling Price 


Next month’s issue will present a paper prepared by Mr. E. 
Stewart Freeman of the Dennison Manufacturing Company on 
“Relation Between Cost and Selling Price,” a scholarly and scientific 
presentation of the subject. 


Interest Aroused in Profit Sharing Plans 


Profit sharing plans are very much in the minds of corporate 
executives these days, partly because of the inquiry that has been 
in progress during the past four mouths by a subcommittee of 
the United States Senate’s Finance Committee. One controller 
writes in to say that many companies undoubtedly will be put- 
ting such plans into operation in the near future, even though 
no incentive taxation plan is enacted by Congress. This controller 
suggests that a study be made of the plans now in operation. There 
seems to be a lack of definite knowledge as to how many companies 
are operating such plans. The Senate’s subcommittee apparently 
could not get accurate figures in the limited time available. 





Bridging the Gap 
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ACCOUNTING andMANAGEMENT | 





A Training Plan in Management Control 


Designed for Accounting Department Employees 


This training is designed to furnish solutions 
to problems reflected by these questions: 


Do accountants and operating executives look 
at business problems alike? 


Why do not business executives pay more at- 
tention to accounting reports? 


How do business managers use accounting? 


Many accounting department employees have 
received technical training in collecting, classi- 
fying, summarizing, and reporting of business 
figures. Only too often such training has failed 
to indicate the important part that figures play 
in the problems of management. If the business 
man will not trouble himself to get the account- 
ing viewpoint, then the accountant must perforce 
adapt himself to the management viewpoint. 


Management Control is not accounting, al- 
though it is based upon accounting. Neither is it 
management, although it is concerned with man- 
agement problems. Management Control trains in 
the uses of accounting by and for management. 





The complete I. A. S. training in Management 
Control covers ninety substantial loose-leaf les- 


sons as represented by the following summary 
outline: 


Elements of Accounting 10 lessons 
General Accounting 30 lessons 
Business Statistics 10 lessons 
Financial Analysis 10 lessons 
Business Organization 10 lessons 
Management Control 20 lessons 

90 lessons 


Those with satisfactory general training in 
accounting may arrange to omit the first forty 
lessons, thus permitting concentration on subjects 
which the ordinary accounting training either 
omits or fails to emphasize. 


Over a period of years the materials for this 
training plan have been collected from many 
scattered sources and co-ordinated into a simple, 
practical course of instruction. The text, illustra- 
tions, problems, charts, and methods have been 
checked and rechecked by corporate officers, ex- 
ecutives, and Certified Public Accountants. Only 
simple, practical, and effective methods of Man- 
agement Control are recommended—those appli- 
cable in any accounting department. 


Your request for further information and for 
sample lesson material will be promptly honored, 
whether you are interested on your own account 
or on behalf of your assistants, whose business 
futures may depend upon the use of accounting 
as a constructive business force. 


INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 


A Correspondence School Since 1903 


3411 South Michigan Avenue 


Chicago, Illinois 
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Lditortal Comment 


HIS message will not be entirely impersonal. 

It might well bear the title “Some Reflections of 
an Ex-President,” and a man’s instinct perhaps should 
be to keep them to himself. Nevertheless, one is 
persuaded to record certain observations while the 
facts are vividly in mind for such value as they may 
have in marking the demonstrable advantages of 
membership in The Controllers Institute of America. 

To belong or not to belong is a selfish thought 
which presents itself intermittently in the considera- 
tion of all organization contacts, whether applied to 
the individual or his company. Opportunity to re- 
flect upon the reasoning of 1,100 men, who now con- 
stitute our membership, is bound to give broad cov- 
erage to such thinking. 

While the support of many men is a fine thing in 
any experience, one must acknowledge such loyalty 
as being devoted to the principles and purposes of 
The Institute, a compensation possibly for the work 
accomplished by its national and local officers. 
Loyalty builds understanding and friendship among 
men, to be sure, but it is not entirely free of self- 
interest. Controllers engage in Institute activity for 
what they get out of it and the enlargement of 
understanding on problems which lie in the day’s 


is something which lends itself to statistical proof 
in a tabulation of topics covered at various Control 
meetings during the year 1937-1938, recently pre- 
pared by Mr. E. S. LaRose, of the Rochester Control. 
This tabulation shows that 3 meetings were devoted 
to the subject of Banking, 13 to Business Conditions 
and Economic Problems, 4 to Costs, 1 to Credit and 
Collections, 4 to Government and Legislation, 14 to 
Insurance, 19 to Internal Accounting and Control, 
8 to Management and Financial Reports, 5 to Mar- 
keting and Merchandising, 4 to Office Machines and 
Methods, 12 to Personnel Management and Labor 
Relations, 8 to Securities and Security Markets, 31 to 
Taxes, and 3 others to miscellaneous subjects relat- 
ing to the controller's job—a total of 129 meetings 
during the year. 

Certainly from the results of these meetings, the 
discussions which followed and the condensed re- 
port of activities flowing through the pages of THE 
CONTROLLER, one is reminded of a year full of 
accomplishment in the face of which the question 
of belonging or not is no longer of consequence. 
One wonders, in fact, if he or his company can afford 
to be without the benefit of this organized knowl- 
edge and intelligence. 





work. That such benefits accrue from membership H. C. Perry. 
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Controllers Institute’s Suggestions for 
Improvement of Federal Tax Laws 


Memorandum by Committee on Cooperation with Treasury Department Covers Pro- 
posed Changes in Act, and In Its Administration—Submitted to Treasury Department 
Officials—Greater Reliance Asked on Statements of Controllers and Public Accountants. 


HAT controllers and executive 
accountants of business would 

like to see enacted as amendments of 
the Federal Revenue Act, or introduced 
as changes in methods of administer- 
ing that act, are contained in a memo- 
randum addressed to the United States 
Treasury Department and presented to 
the Treasury by Mr. F. G. HAMRICK, 
controller of American Smelting and 
Refining Company, on December 1. 
Mr. HAMRICK is chairman of the 
Committee on Cooperation with the 
Treasury Department, of THE CON- 
TROLLERS INSTITUTE OF AMERICA. 

The memorandum is the result of 
several weeks of intensive work by 
members of the committee. It was ap- 
proved by the Board of Directors of 
THE INSTITUTE at a meeting held No- 
vember 28. The document covers many 
of the changes which seem desir- 
able in ihe interests both of the Treas- 
ury Department and of business con- 
cerns. It covers the points of view of 
both large and small companies, in 
diversified lines of business. It is re- 
gardea by the Board of Directors of 
THE INSTITUTE as an especially con- 
structive work, and will undoubtedly 
be so appraised by business generally. 
The Treasury Department had stated 
that it would appreciate the coopera- 
tion and suggestions of controllers 
through their organization. 

The memorandum is presented here 
in full. 

—THE EpITor. 


The Committee on Cooperation 
with the Treasury Department, of 
the Controllers Institute of America, 
is deeply appreciative of the oppor- 
tunity to submit its suggestions for 
improvement in the federal income 
tax laws and the administration 


thereof. In making the suggestions 
embodied in this memorandum we 
do so as accounting officials (repre- 
senting all sizes and kinds of busi- 
ness enterprises) vitally and_ inti- 
mately concerned in the application 
of the federal tax laws and their ad- 
ministration. It is desirable, we be- 
lieve, that the methods and proce- 
dures for the determination of tax 
liability as provided in the statutes 
and regulations conform more nearly 
to recognized accounting and eco- 
nomic principles. No attempt is 
made to discuss the amount of rev- 
enue which the government collects, 
the rate of tax on income, or the 
types of tax which the federal gov- 
ernment imposes or should impose. 

The committee recognizes that 
there must be sufficient revenue to 
meet the cost of government. To the 
extent that tax legislation in recent 
years had as its purpose the stopping 
of loopholes, the committee is in 
complete sympathy with it. How- 
ever, we are convinced that some of 
the other revisions which have been 
made have produced inequitable re- 
sults and would not have been en- 
acted had their full import been 
realized. In the committee’s opinion 
it is not sufficient to measure the 
merits of a tax solely on the basis of 
its yield to the government for a par- 
ticular year. Equally as important are 
the revenues which it will produce 
over a period of time, its effect on 
employment and industrial activity, 
and whether or not it spreads the tax 
burden fairly over all taxpayers. 

The whole subject is a big one and 
of utmost importance. It is not our 
purpose to discuss the problem in its 
entirety. But among the many sug- 
gestions which might be made, we re- 


spectfully urge that the Treasury De- 
partment give consideration to the 
following recommendations: 


1. Establishment of a basic law to be 
amended only by changes in rates. 
2. Restoration of the provision for 

carrying forward net losses. 

3. Allowance of capital losses of busi- 
ness corporations without limitation. 

4. If the limitation on capital losses of 
business corporations remains in the 
statute, then: 

(a) Land, leaseholds, easements and 
other interests in land, such as 
mineral rights, if used in the 
trade or business of the tax- 
payer, should be eliminated 
from the definition of capital 
assets in Section 117. 

(b) Losses from worthlessness of 
corporate obligations and stocks 
should be excluded from capi- 
tal losses. 

5. Modification of commissioner’s in- 
terpretation of the adjusted basis un- 
der Section 113(b) so that the tax- 
payer will not be prevented from 
having the benefit of 100% of the 
deductions for depreciation, deple- 
tion, etc. 

6. Adoption of legislation to clarify 
the situation created by the Hendler 
decision. 

7. Clarification of the situation with re- 
spect to pension trusts. 

8. Restoration of the provision for con- 
solidated returns, with a binding elec- 
tion permitted. 

9. For the purpose of foreign tax credit, 
“entire net income” should be after 
deducting credits for interest on 
United States Government obliga- 
tions and 85% of dividends from do- 
mestic companies. 

10. Amendment of the provision for for- 
eign tax credit in Section 131(a)(1) 
to assure allocation of the credit to 
the appropriate taxable year, in a 
“blocked currency” situation in which 
income is taxed in a foreign country 
in one year but is not taxable in the 
United States until realized in a later 
year. 
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11. Increase in statutory authority now 
conferred by Section 801 for declara- 
tory rulings. 

12. If retained, Section 820 should be 
simplified and extended to deduc- 
tions which the Commissioner holds 
belong in some other year. 

13. If retained, the capital stock tax 
should provide for annual redeclara- 
tions and the excess-profits tax should 
exclude from income any capital 
gains and losses. 

14. Reduction of the rate of interest on 
deficiencies and refunds from 6% to 
4%. : 

15. The statute should provide that any 
waiver which extends the statutory 
period of limitation for assessment of 
additional taxes will automatically 
extend the period within which an 
effective claim for refund may be 
filed. 

16. Final determination of tax liability 
could be expedited by more prompt 
audit of returns and greater reliance 
on the accounting treatment of many 
items of income, expense and loss 
by controllers and independent pub- 
lic accountants in reports to stock- 
holders and to the Securities and Ex- 
change Commission. 


A memorandum suggesting changes in 
Section 22(d) of the 1938 Act with re- 
spect to the last-in, first-out method of 
costing sales and valuing inventories was 
submitted to the Treasury Department 
under date of October 15, 1938. 


The committee appreciates the fact 
that many of the suggestions made 
herein relate to statutory provisions 
rather than purely administrative 
procedure. Such provisions are, how- 
ever, highly technical and because of 
their nature, Congress must rely 
largely on the views of the Treasury 
Department in making revisions. 

There follows a discussion of these 
recommendations: 


1. Establishment of a Basic Law to 
Be Amended Only by Changes 
in Rates 

Beginning with 1932, a new rev- 
enue act has been adopted every two 
years. In addition, important changes 
in the then existing revenue act were 
effected in 1933, 1935, and 1937. It 
is also understood that a new revenue 
act will be considered by Congress 

in the spring of 1939. 

Revisions in our tax law involve 
new administrative rulings, and pro- 
tracted litigation when the new pro- 
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vision is subject to conflicting inter- 
pretations. Professor Roswell Magill, 
former Under-Secretary of the Treas- 
ury, has made the statement: ‘“The 
average period between the taxable 
year in dispute and a Supreme Court 
decision relating thereto is nine 
years.” (Journal of Accountancy, No- 
vember 1938, p. 301). As a mat- 
ter of fact, even at this late date, 
court decisions are still being handed 
down with respect to income and ex- 
cess-profits taxes for the war years. 
Based on past experience, therefore, 
it is inevitable that continued funda- 
mental changes in our tax law will 
prolong the final determination of 
the tax liability. 

Because of the high tax rates now 
in effect it is almost as essential for 
business to be in a position to esti- 
mate its tax costs as labor and ma- 
terial costs. No dependable estimate 
of the tax cost can be made if busi- 
ness must continue to face a new or 
revised tax law every year or so. 
When new enterprises are consid- 
ered by business, the question of tax- 
ation is one of the most important 
factors and if business must gamble 
not only with the success of the new 
enterprise but also as to the govern- 
ment’s share in the outcome, the ven- 
ture becomes most speculative and 
business is fearful of risking it. It is 
generally agreed that the most effec- 
tive remedy for our present serious 
unemployment situation is the un- 
dertaking of new enterprises by busi- 
ness. 

It appears that with the many 
changes in recent tax laws, the 
United States Treasury Department's 
program of recommendations for loop- 
hole plugging in the revenue act is 
now about complete. 

Accordingly, the committee en- 
dorses the recommendation made by 
the American Institute of Account- 
ants on September 1, 1938, to the 
United States Treasury Department, 
for the creation of a nonpartisan 
qualified commission to recommend 
a permanent policy of taxation to 
Congress, after mature study and 
public hearings. With the adoption 
of such a tax policy, amendments 
would be necessary in the future, ex- 
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cept in rare instances, only with re- 
spect to the rates of tax. It would 
then be a matter of time only until 
substantially all ambiguities and con- 
flicting interpretations would have 
been cleared up by administrative 
rulings and court decisions. This 
would enable taxpayers to determine 
quite accurately their tax liability at 
the time of filing their returns. It is 
obvious that the saving in expense to 
the Treasury, the courts and the tax- 
payers would be substantial. In addi- 
tion, the period in which the tax 
liability is finally determined would 
be appreciably shortened, an impor- 
tant advantage not only to the tax- 
payer but to the government. 

Among the improvements in our 
present revenue acts, which should 
be made in a basic tax law, are sim- 
plification of language and proce- 
dure and codification in one act of 
still existing sections of various rev- 
enue laws. 

The advantage of a basic tax law 
with only rare amendments is well 
illustrated in Canada where the final 
determination of the tax liability is 
made soon after the filing of the re- 
turn and tax litigation is negligible. 





COMMITTEE ON COOPERA- 
TION WITH TREASURY 
DEPARTMENT 


F. G. HAMRICK, Chairman. 
American Smelting and Refining 
Company, New York City. 
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Virginia-Carolina Chemical Corpo- 
ration, Richmond, Virginia. 

GeorRGE R. DRYSDALE 
Phelps Dodge Corporation, New 
York City. 

FRANCIS B. FLAHIVE 
Columbia Gas & Electric Corpora- 
tion, New York City. 

EuGENE C. HOELZLE 
Packard Motor Car Company, De- 
troit, Michigan. 

STuART D. MACLAREN 
The Heywood-Wakefield Company, 
Gardner, Massachusetts. 

| T. C. McCoss 
Standard Oil Company (New Jer- 
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The Youngstown Sheet and Tube 


Company, Youngstown, Ohio. 
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The Continental Can Company, Inc., 
New York City. 
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2. The Provision for Carrying For- 
ward Net Losses Should Be Re- 
stored 

Our experience in recent years has 


emphasized the increased frequency 
of business booms and depressions. 
These violent changes in the level of 
business activity can not be forecast, 
either as to their commencement or 
duration. All that is known is that a 
period of good business is followed 
by a period of poor business. 

In some enterprises, a profit, even 
though of small proportions, can be 
counted on for each year. Other 
types of business enjoy large earn- 
ings in some years and sustain losses 
in other years. In the aggregate, the 
earnings of these two groups may be 
the same. Yet, under our present tax 
law, which does not permit carrying 
forward net losses, the group with 
widely fluctuating earnings pays a 
much higher tax than the group 
which earns some profit each year. 

Unless the carrying forward of 
losses is permitted, the principle of 
imposing an income tax according to 
ability to pay, is violated and the tax 
is levied, in many cases, not on in- 
come, but on restitutions of capital 
dissipated by prior losses. The bur- 
den of this tax on capital falls most 
heavily on the new corporation or on 
any corporation struggling for ex- 
istence. 

It is recognized that as a practical 
matter the determination of income 
and the tax liability on an annual 
basis, rather than on a business cycle 
basis, is necessary. However, as early 
as the Revenue Act of 1918, Congress 
realized the unfairness of taxing each 
year’s income separately without offset 
for losses and allowed 1919 losses as 
a deduction from 1918 or 1920 in- 
come. Under the 1921, 1924, 1926, 
and 1928 acts, losses could be carried 
forward for a two-year period and the 
1932 act reduced it to one year. How- 
ever, in recommending the reduction 
to one year, the Senate Finance Com- 
mittee recognized the fairness of the 
net loss carry-over provision, saying: 


“The net loss provision of the existing - 


law is one of the essential protections 
against excessive hardships inherent in a 
tax based upon an arbitrary annual ac- 
counting. Taxpaying ability does not 
exist if a substantial part of a year’s 





profits are required to cover a prior year’s 
losses. The existing law is equitable and 
fair. The House bill proposed to elimi- 
nate it. Your committee recommends 
that the existing law be retained, but 
limited to a carry-over for but one year, 
rather than for two years.”’ Page 11 of 
report dated May 11, 1932, on Revenue 
Bill of 1932. 

Under the National Industrial Re- 
covery Act of 1933 the carrying for- 
ward of net losses was prohibited, 
purely as a temporary emergency mat- 
ter, and the offset has been omitted 
from subsequent revenue acts except 
for the limited purpose of the 214% 
income tax credit under the 1938 act. 

The burden of the increase in reve- 
nue obtained by eliminating the net 
loss carry-over feature was borne solely 
by those taxpayers whose earning pe- 
riods were of the cyclical rather than 
annual character. Obviously, such in- 
creased revenue as may be necessary 
should be obtained by methods which 
would place the burden uniformly on 
the two types of business. 

It is recommended, therefore, that 
there be restored to the revenue act 
the provision in the 1928 act which 
permitted losses to be carried forward 
for a two-year period. 


3. The Capital Losses of Business 
Corporations Should Be Allowed 
without Limitation 

With rare exceptions, business cor- 
porations acquire assets in connection 
with their regular business operations 
and not for investment or speculative 
purposes. This is as true of capital 
assets as of materials purchased for 
resale or manufacture. Yet under Sec- 
tion 117(a)(1) and (d)(1) of the 

Revenue Act of 1938, the recognition 

of losses on the disposition of capital 

assets, other than depreciable property, 
acquired for ordinary business pur- 
poses is limited to the same extent as 
assets acquired for speculative pur- 
poses, i.e., to $2,000 plus the gains 
on sales or exchanges of capital assets. 

The loss on the disposition of a 

capital asset used in the business of a 

corporation, including the loss of in- 

vestment in subsidiary corporations, is 
as much a real loss to the business as 

a loss on sales of its product. For this 

reason, there is no apparent justifiable 

ground for denying deduction for net 





losses sustained by business corpora- 
tions on the sale or exchange of capi- 
tal assets, except possibly in case of 
marketable securities acquired by a 
business corporation as an investment 
of surplus cash. The limitation of cap- 
ital losses is all the more indefensible 
when the profit on the sale or exchange 
of capital assets is taxable in its en- 
tirety. 

The committee recommends, there- 
fore, that the net capital loss of busi- 
ness corporations be allowed without 
limitation. 


4. If the Limitation on Capital Loss- 
es of Business Corporations Re- 
mains in the Statute, Then: 

(a) Land, Leaseholds, Ease- 
ments, and Other Interests in 
Land, Suchas Mineral Rights, 
if Used in the Trade or Busi- 


ness of the Taxpayer, Should. 


Be Eliminated from the Defini- 
tion of Capital Assets in Sec- 
tion 117 

Except in case of the investment cor- 
poration, land, or an interest in land, 
is acquired by a business corporation 
not for speculative purposes but for 
use in its cperations, as for example, 
land to construct a plant, store, or 
housing for employees, or a mine to 
operate. Under these circumstances, 
there seems to be no justification for 
applying the capital asset net loss lim- 
itation to land especially since the full 
profit on the disposition of the land 
is taxable. 

The definition of a capital asset as 
revised in Section 117(a) of the Reve- 
nue Act of 1938 now specifically ex- 
cludes “‘property, used in the trade or 
business, of a character which is sub- 
ject to the allowance for depreciation 
provided in Section 23(1)”. This is 
in recognition of the principle that a 
loss on the disposition of assets used 
in the business should be allowed in 
its entirety. 

Under the new. definition of a cap- 
ital asset, the full loss on the sale of 
a building would be allowed but the 
loss on the land on which the building 
is constructed would be subject to the 
limitation prescribed in Section 117 (d) 
of the 1938 act. This makes it neces- 
sary to apportion both the purchase 
price and sales price as between land 
and depreciable property. The justifica- 
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tion for allowing the full loss on the 
disposition of depreciable property ap- 
plies equally to land used in the busi- 
ness. 

Accordingly, it is recommended, 
that there be excluded from the defini- 
tion of capital assets in Section 117, 
land, leaseholds, easements, and other 
interests in land, such as mineral rights. 


4, If the Limitation on Capital Loss- 
es Remains inthe Statute, Then: 
(b) Losses from Worthless- 
ness of Corporate Obligations 
and Stocks Should Be Exclud- 

ed from Capital Losses 

Under previous revenue acts the 
losses on corporate obligations and 
stocks which became worthless were 
allowed without limitation. However, 
in Section 23(g) and 23(k) of the 
1938 act, these losses were brought 
into the same category with losses on 
sales or exchanges of capital assets, 
even though there is a fundamental 
distinction between the two classes of 
losses. The time to make a sale or 
exchange lies within the discretion of 
the owner and may be made at a time 
calculated to yield the least tax. How- 
ever, in case of worthless obligations 
or stocks, the loss itself and the time 
of its occurrence is beyond the control 
of the owner. 

In case of a business corporation, the 
corporate obligations or stocks owned 
by it are, as a rule, acquired in con- 
nection with its regular business and 
not for speculation. Therefore, the 
limitation of the losses from worth- 
less corporate obligations and stocks 
is even more inequitable when the 
owner is a corporation than in case of 
an individual. 

The committee recommends, there- 
fore, that losses on worthless corporate 
obligations and stocks be allowed in 
their entirety in the same manner as 
in previous acts. 


5. The Commissioner’s Interpreta- 
tion of the Adjusted Basis of 
Property under Section 113(b) 
Should Be Modified so that 
the Taxpayer Will Not Be Pre- 
vented from Having the Benefit 
of 100% of the Deductions for 
Depreciation, Depletion, Etc. 
Section 113(b) of the 1938 act re- 

quires that in the determination of the 

adjusted basis of property, deduction 
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shall be made from the basis ‘‘in re- 
spect of any period since February 28, 
1913, for exhaustion, wear and tear, 
obsolescence, amortization and deple- 
tion, to the extent allowed (but not 
less than the amount allowable) .***”’ 

The prior law, in force for many 
years prior to 1932, specifically pro- 
vided that the adjustment on account 
of such deductions should be in the 
amount previously “allowable.” The 
change in the law was made to prevent 
taxpayers from being allowed, in de- 
ductions for return of capital, more 
than 100% of their investment or 
other basis. The 1924 act had pro- 
vided for adjustment by the deduc- 
tions previously “allowed.” That pro- 
vision arose from cases in which 
depreciation previously claimed and 
allowed was found, after expiration of 
the statutory period of limitation, to 
have been in excess of the amount 
allowable. The change from ‘‘allowed” 
to “allowable,” in the acts of 1926 
and 1928, arose from cases in which 
the deductions for prior years had been 
less than the amounts allowable. The 
change made in 1932, and retained in 
the acts of 1934, 1936, and 1938, 
was made to insure protection to the 
government in either situation, but it 
resulted in a fundamental inequity, as 
against the taxpayer, which has been 
accentuated by the interpretation em- 
bodied in the Commissioner’s regula- 
tions. 

Under the existing statutory rule, if 
the government has been deprived of 
tax because the taxpayer’s past depre- 
ciation deduction has been excessive, 
the government has a means of collect- 
ing a compensating amount of tax in 
later years, but if the taxpayer has been 
overtaxed by reason of insufficient de- 
duction in prior years he can not ob- 
tain similar compensatory relief. This 
inequitable situation would exist in 
many cases even if the basis were 
adjusted by the aggregate amount of 
the deductions for prior years “to the 
extent allowed (but not less than the 
amount allowable) .” 

However, Article 113(b)-1 of Reg- 
ulation 94 has greatly increased the 
possibility of an unfair result by hold- 
ing that the adjustment for prior 
depreciation, allowed or allowable 
(whichever is greater) should be 
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taken for each year, and not the aggre- 
gate for all previous years. Thus, if 
the taxpayer has a $100 asset with a 
ten-year life, but erroneously takes $20 
depreciation the first four years and $5 
depreciation the next two years, the 
Bureau holds that the proper deduc- 
tion is not the greater of the amount 
allowed ($90) or allowable ($60), 
but the sum of the amount allowed in 
the first four years and the amount 
allowable in the next two years, or 
$100. This construction is not war- 
ranted, either by the terms of the sec- 
tion or by its legislative history. It 
was never intended that the provision 
should prevent taxpayers from obtain- 
ing 100% depreciation, where the ag- 
gregate deductions for previous years, 
either allowed or allowable, did not 
exceed that figure. 

The Bureau has also held that when 
a return shows a sufficiently large loss 
to make its examination unnecessary, 
the depreciation taken on the return 
shall be considered as having been 
“allowed,” even though it was exces- 
sive and the taxpayer obtained no bene- 
fit from it in the reduction of his 
taxable net income. Again, the pur- 
pose of the requirement for an adjust- 
ment of depreciation allowed (where 
in excess of that allowable) was not 
to prevent the taxpayer from getting 
100% depreciation, only to prevent 
his taking more. The term “allowed” 
should not be construed to include 
amounts which the taxpayer has not 
used to reduce his taxable net income, 
and which the Bureau would not have 
allowed if it had considered the return. 

The committee therefore recom- 
mends that: 


(a) The adjustment for deduction 
of amounts allowed or allowable, 
should be defined to mean “in the ag- 
gregate,” not “for each year.” 

(b) The term “allowed’’ should 
be defined to mean an allowance after 
actual examination and consideration 
of the taxpayer’s claim, evidenced by 
notice to the taxpayer of the deductions 
specifically claimed. 


The committee believes that these 
recommendations represent a proper 
construction of the present law, and 
can be accomplished by a Treasury De- 
cision, which should be applicable to 
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the Regulations under the Revenue 
Acts of 1932, 1934, 1936, and 1938. 
If the Treasury Department holds that 
either of these principles is contrary to 
the statute then the committee urges 
that the necessary statutory clarification 
be sought. 


6. Adoption of Legislation to Clar- 
ify the Situation Created by the 
Hendler Decision 
The decision of the Supreme Court 

in the Hendler case (58 S. Ct. 655), 
that the assumption of certain liabili- 
ties upon a reorganization constitutes 
“other property,” has created wide- 
spread confusion. It is uncertain 
whether the rule of the decision will 
govern in all cases in which the liabili- 
ties of the transferor corporation are 
assumed by the transferee, or whether 
the doctrine is limited to the peculiar 
facts therein considered. It is also un- 
settled when there is an ‘assumption 
of liabilities’ within the meaning of 
the rule. The issues involved are of 
such practical importance that con- 
tinued uncertainty is intolerable and 
any doubt should be set at rest by ap- 
propriate legislation. 

The history of the reorganization 
provisions in our revenue acts is ample 
evidence of the desire of Congress to 
facilitate transactions involving corpo- 
rate reorganizations by deferring tax- 
ability of gains on these transactions 
until realized in the form of cash or 
property. Inasmuch as a going busi- 
ness almost always has debts, and their 
retention in case of the exchanges and 
reorganizations dealt with in Section 
112 would be extremely cumbersome, 
if not impossible, the purpose of Con- 
gress in enacting that section would 
be defeated by treating as taxable the 
assumption by the transferee of the 
indebtedness of the transferor. 

It is recommended that amendments 
to prior acts be adopted which will 
make it clear that, with respect to prior 
transactions carried out in good faith, 
the Bureau rule contrary to the Hen- 
dler case is confirmed. A clarifying 
amendment to Section 112 is also rec- 
ommended, to make clear that assump- 
tion of liabilities is not to be deemed 
a part of the consideration for the 
transfer of property for the purposes 
of this section. 
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7. Clarification of the Situation 
with Respect to Pension Trusts 

In the Revenue Act of 1938 an 
amendment was adopted to Section 
165, relating to employer's stock- 
bonus, pension or profit-sharing trusts, 
which provides that such trusts shall 
be tax-exempt only “if under the trust 
instrument it is impossible, at any 
time prior to the satisfaction of all 
liabilities with respect to employees 
under the trust, for any part of the 
corpus or income to be (within the 
taxable year or thereafter) used for, 
or diverted to, purposes other than 
for the exclusive benefit of his em- 
ployees.” 

Under this language it is uncertain 
whether any trust other than a com- 
pletely irrevocable trust can be assured 
of tax-exempt status. It is not be- 
lieved that this was the legislative in- 
tention, in view of the history of the 
amendment, and the many practical 
difficulties involved in creating trust 
funds which can not, under any cir- 
cumstances, revert to the employer. 
Nevertheless, so long as the present 
doubt continues, existing trusts will be 
seriously endangered and the creation 
of new pension trusts will be checked. 
The basic purpose of the section, to 
encourage the establishment of trusts 
for the benefit of employees, is thus 
defeated. It is recommended that this 
amendment be repealed and that the 
pension trust provisions in force prior 
to 1938 be reaffirmed. 


8. The Provision for Consolidated 
Returns Should Be Restored, 
with a Binding Election Per- 
mitted 
The abolition of the provision for 

consolidated returns in the revenue 
acts was a retrogressive step. A con- 
solidated statement is not only ordinary 
business practice for a related group of 
corporations ; it is regarded by business 
men, accountants, stock exchanges and 
the Securities and Exchange Commis- 
sion as essential to the fair presenta- 
tion of the financial position and earn- 
ings of a consolidated group. 

It is recognized, however, that 
there are serious difficulties involved 
in a requirement for mandatory con- 
solidated returns, both from the con- 
stitutional and administrative points 








of view. Accordingly, it is recom- 
mended that consolidated groups be 
permitted to elect whether to file 
consolidated returns, the election to 
be thereafter binding, in accordance 
with the method formerly provided 
in Regulations 78. 


9. For Purpose of Foreign Tax 
Credit, “Entire Net Income” 
Should Be after Deducting Cred- 
its fer Interest on U. S. Govern- 
ment Obligations and 85% of 
Dividends from Domestic Com- 
panies 

The underlying purpose of the for- 
eign tax credit in the revenue act is 
to avoid double taxation on business 
conducted by an American enter- 
prise in foreign countries and thus to 
enable it to compete in this business 
with nationals of other countries. 
The history of the foreign tax credit 
is evidence of the intent to avoid this 
double taxation by limiting the ag- 
gregate income tax liability of the 
American corporation operating in 
foreign countries to that payable un- 
der the laws of these foreign coun- 
tries or the United States, whichever 
higher. 

Effect to this principle has been 
given in our revenue acts by a pro- 
vision that an American taxpayer 
paying income or excess-profits taxes 
to foreign countries may elect to off- 
set these taxes against United States 
income taxes but the amount of the 
credit shall not exceed the same pro- 
portion of the United States income 
tax against which the credit is taken, 
which the taxpayer's net income from 
foreign sources bears to the taxpay- 
er’s entire net income for the same 
taxable year. Beginning with 1932, 
this limitation has been applied 
separately to the credit for income 
tax paid to each foreign country and 
also to all foreign countries. 

For the years 1922 to 1933 inclu- 
sive, partially exempt interest on gov- 
ernment obligations and dividends 
from domestic corporations were ex- 
cluded from net income. In this 
manner, the net income as defined in 
the revenue act was all subject to 
tax. As a result, the foreign tax 
credit limitation formula operated 
equitably and carried out the intent 
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that American corporations operat- 
ing in foreign countries shall not pay 
to the foreign countries and the 
United States, income tax in the ag- 
gregate exceeding that payable under 
the laws of the foreign countries or 
the United States, whichever higher. 

Under the 1934, 1936, and 1938 
revenue acts, partially exempt inter- 
est on government obligations is 
subject to excess-profits tax but not 
to income tax. Although, under the 
1938 act, only 15% of dividends re- 
ceived from other domestic corpora- 
tions is subject to the minimum 
1614% income tax, the 214% income 
tax is payable on the entire amount of 
such dividends except to the extent 
they are offset by the dividends paid 
credit. For simplicity in the set-up of 
the 1938 act, there are no separate 
definitions of the term “net income’ 
for the 1614% tax, the 214% tax and 
the excess-profits tax. Instead, there 
is only one definition of net income 
supplemented by a system of credits 
for the purpose of these taxes. 

There is no indication from the re- 
ports of the House Ways and Means 
Committee or Senate Finance Com- 
mittee that Congress intended either 
in the 1934, 1936, or 1938 acts to de- 
part in any degree from the principle 
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in previous acts of avoiding double 
taxation on the American corpora- 
tion doing business in foreign coun- 
tries. Yet, as will be seen from the 
example below, this is precisely the 
result from using in the act only one 
definition of net income with a system 
of credits and thereby swelling the 
“entire net income”’ as used in the lim- 
itation formulae prescribed in Section 
131 by tax-exempt income from do- 
mestic sources: 


Deducting in the example given 
$865,000 for the sum of the partially 
exempt interest on government 
obligations and 85 per cent. of the 
dividends received from domestic 
corporations, from the total income 
of $2,000,000, leaves a balance of $1,- 
135,000 on which the United States 
income tax, before the foreign tax 
credit, is $193,525, or at a rate of ap- 
proximately 17 per cent. This means 
that after deducting the allowable 
foreign tax credit of $19,353 which 
is approximately 10 per cent of the 
foreign income, the corporation is 
still required to pay on its foreign 
income, United States income tax at 
the rate of approximately 7 per cent 
in addition to the foreign income tax 
of 25 per cent. which it paid abroad, 
a total of around 32 per cent. 


Assume 

Dividends received from other domestic corporations................000- $ 900,000 
Partially exempt income on U. S. Government obligations................. 100,000 
Other. income’ from, GOMeOstic SOUECES, <<. 66.c cc cn esas eee es beans eee cee 800,000 
Hnchiie-froiny focetgns SOUICES els. ove scarais o's) div < eiciersiv wisi. oven Keine meine coe's 200,000 

PRGA beret SAtctat utara cae Varctatdrniey Srvc urs: svar oS WRONG ten @ sia ees $2,000,000 
BUGIS DALE CUMMRIES oro ick oo. 1o2 vse. 3: 0 shacaie! extgieraiener Oni a wba apolar Anhereiehane « 1,650,000 
ROLCIRT INCOINE 18K, HAIG AG QAI: so cc 6rs o sie'sce c5e9 wee wees cre sles we eeisfeales 50,000 


Computation of U. S. Income Tax 


Total income from all sources before deducting U. S. or foreign income tax 2,000,000 


Deduct: Partially exempt interest on U. S. obligations.................... 


POLO MS drop PETA col SC CEL Pre ge rea 
Bentative tae Sh 1G. ois 6 5cce5 oe os s0 0 


Deduct: 1614% of the credit for 85% of dividends received from domestic 


COUIMIEAEONS oo cn0< 80-5 6.5 coins oes 


214% of dividends paid credit 


Rie ANORS< 2 ears seo cos RO aes glee ciaielekelé.« 


Deduct: Foreign tax credit 


Foreign income tax paid...... 
Credit allowable under Sec. 131 


Balance of U. S. income tax payable ..... 


* Total net income from all sources ... 
OREGANO sists. c oe. o & Hereins Wieiuis + 
Ratio of foreign income to total income 
U. S. income tax before foreign tax credit 
Foreign tax credit—10% of $193,525 





100,000 
ee COE TT errr errr $1,900,000 
Pome tka we awe aeek meee 361,000 
ET A PERMIT $126,225 
uur apie teiiaias 41,250 167,475 
deh Cha eidci wt eee $ 193,525 
tiem nee das winte acaba, 50,000 
sila ed ed Bs anna at aha afedec nen *19,353 
eR re eee ee ee Re i $ 174,172 
ca hnb aan ameaaeeias $2,000,000 
BREE LA ERED L 200,000 
CAF OPS mre eae 10% 

MI pee 193,525 
semen a ee 19,353 
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This violates the principle of relief 
from international double taxation 
and is contrary to the purpose of the 
foreign tax credit. It is recom- 
mended, therefore, that Section 
131(b)(1), (b)(2) and (f) of the 
Revenue Act of 1938 be amended to 
exclude from the term “entire net 
income’, as used in the limitation 
formulae, the credits allowed by Sec- 
tion 26(a) for partially exempt in- 
terest on government obligations and 
by Section 26(b) for 85 per cent. of 
dividends from other domestic cor- 
porations. 


10. Amendment of the Provision for 
Foreign Tax Credit, in Section 
131(a)(1) to Assure Allocation 
of the Credit to the Appropriate 
Taxable Year in a “Blocked 
Currency” Situation in Which 
Income Is Taxed in a Foreign 
Country in One Year but Is Not 
Taxable in the United States 
until Realized in a Later Year 

It frequently happens in the case 

of dividends declared by foreign 
subsidiaries of American corpora- 
tions located in a country such as 
Germany, that in the year of declara- 
tion of dividends in which the tax 
withheld at source on such dividends 
accrues, no utilization or realization 
of the dividends can be effected by 
the American taxpayer corporation. 
Currency restrictions may prevent 
such realization of the dividends un- 
til a subsequent year or years. It may 
become the established rule that un- 
der such circumstances the dividends 
declared by the foreign subsidiary 
must be excluded from taxable in- 
come of the taxable year in which the 
declaration is made, but must be in- 
cluded in the taxable income of the 
subsequent year or years in which the 
realization occurs. To effectuate the 
principle of elimination of interna- 
tional double taxation in that event, 
the American taxpayer should be per- 
mitted to have the benefit of the for- 
eign tax credit in the year in which 
realization of such dividend income 
is effected. 


11. Increase in Statutory Authority 
Now Conferred by Section 801 

for Declaratory Rulings . 
The purpose of the proposal for 
declaratory judgments by the com- 
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missioner is clear from the following 
comments made by the Subcommit- 
tee of the House Committee on Ways 
and Means on page 55 of its report 
dated January 14, 1938 on proposed 
revision of the revenue laws: 


“Your subcommittee has studied care- 
fully the problem resulting from the fact 
that the Commissioner of Internal Rev- 
enue, while having ample authority to 
make administrative rulings, has no au- 
thority to make rulings which will be 
binding on both the Government and the 
taxpayer with respect to transactions and 
facts which have not yet been entered 
into or computed, or transactions with 
respect to which the taxable year relat- 
ing thereto has not been closed. Tax- 
payers cannot now obtain authoritative 
guidance in the resolution of doubts 
concerning matters of this type. As a 
result business transactions are often de- 
layed or abandoned because of tax un- 
certainties. Just as often they are en- 
tered into under a mistaken notion of the 
tax liabilities involved, and when liabili- 
ties unforeseen by the taxpayer ensue, 
he feels compelled to litigate in defense 
of the position he has taken. Such liti- 
gation is the natural aftermath of uncer- 
tainties and erroneous interpretations 
which could largely be avoided if au- 
thoritative administrative guidance were 
available prior to the completion of the 
transactions. 

“Another difficult situation arises with 
respect to the determination of the time 
when securities becomes worthless or a 
deduction becomes allowable for bad 
debts. Often the determination of the 
proper year for such deduction affects 
the tax liability of many taxpayers. Under 
present conditions, however, the deter- 
mination must be made in litigation or 
proceedings with each taxpayer separately 
and the results reached are often con- 
flicting. It would be highly desirable 
to provide machinery whereby all of the 
interested taxpayers may be made parties 
to a proceeding in which a declaratory 
ruling may be issued determining the 
proper year for the deduction prior to 
the accrual of the tax liabilities which 
will be affected thereby. 

“Your subcommittee recommends, 
therefore (Recommendation No. 49), that 
appropriate statutory provisions be pre- 
pared giving to the Commissioner of In- 
ternal Revenue discretionary authority to 
make declaratory rulings.” 


However, in lieu of authorizing 
declaratory rulings, Congress merely 
amended Section 606(a) of the Rev- 
enue Act of 1928 to permit closing 
agreements on matters affecting fu- 
ture taxable periods as well as previ- 
ous periods to which the section al- 
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ready applied. In its report on the 
amendment to Section 606(a), the 
House Ways and Means Committee 
said with respect to closing agree- 
ments on anticipatory transactions: 
“Since closing agreements of this 
type will constitute a new method of 
settling controversies, it is contem- 
plated that the Commissioner will 
exercise his discretionary power only 
where such exercise is in the interests 
of a wise administration of the rev- 
enue system.” 

In other words, the closing agree- 
ment is entirely within the discre- 
tionary power of the commissioner. 
In addition, unless the taxpayer 
agrees to the government’s ruling on 
the issue involved, there will, of 
course, be no closing agreement and 
the commissioner will not be bound. 
The closing agreement is not subject 
to judicial review and therefore dif- 
fers basically from a declaratory 
judgment. Also, the closing agree- 
ment, unless entered into by the gov- 
ernment with all taxpayers affected 
by the same issue, does not prevent 
inconsistent treatment of other tax- 
payers similarly situated. 

The advantages to both the tax- 
payer and the government of elimi- 
nating tax uncertainties by settling 
factual and legal questions in ad- 
vance of a contemplated transaction, 
are obvious. A provision for declara- 
tory rulings by the commissioner 
would operate more satisfactorily 
than the closing agreement procedure 
now set up. In any event, however, 
there should be genuine assurance 
that a reasonable application for a 
binding ruling with respect to the 
law or findings of fact applicable to 
an important prospective transaction 
will be granted promptly. 

It is recognized that to insure the 
successful operation of the system of 
declaratory rulings in an expeditious 
manner and with fairness to the gov- 
ernment and the taxpayer, an ade- 
quate personnel in the Bureau of In- 
ternal Revenue would be essential. 


12. If Retained, Section 820 Should 
Be Simplified and Extended to 
Deductions Which the Commis- 
sioner Holds Belong in Some 
Other Year 


The committee believes in the 
value of a rigid statute of limitations, 
and is, therefore, opposed in princi- 
ple to attempts, as in Section 820 of 
the 1938 Act, to weaken or modify 
that statute. We believe that, in prac- 
tice, such a modification can not give 
equal protection to the taxpayer and 
the government against stale claims, 
and that it is a breeder of endless 
litigation. 

Section 820 seeks to remedy situa- 
tions in which the statute of limita- 
tions may (1) cause an item of in- 
come to be taxed twice; (2) prevent 
an item of income from being taxed 
in any year; or (3) permit the dou- 
ble allowance of a deduction. How- 
ever, it entirely overlooks other 
situations in which the statute of limi- 
tations is permitted frequently to 
operate to the serious disadvantage of 
the taxpayer. For example, the sec- 
tion provides no relief to the tax- 
payer who had claimed a deduction, 
such as a bad debt, correctly and in 
the right year, but whose claim had 
been incorrectly disallowed by the 
Bureau. Such a taxpayer, claiming 
the deduction in a later year, and 
having it disallowed through a 
change of position by the Bureau, has 
no relief if the earlier year is already 
barred by the statute. Another ex- 
ample is the reduction of the basis of 
property by additional depreciation 
or other deductions which the gov- 
ernment holds should have been 
claimed in years already closed by the 
statute of limitations. If Section 820 
is to be retained in the law, it 
should be changed to permit the al- 
lowance of the deductions for the ap- 
propriate prior years under such cir- 
cumstances. Without such a change 
Section 820 is inequitable. 

Section 820 in its present form is 
too complex and obscure to accom- 
plish its purposes without a vast 
amount of controversy and litigation 
even if there were complete agree- 
ment upon those purposes. Simpli- 
fication is possible and desirable if 
the principle embodied in the section 
is to be retained. A further weakness 
is that its purported remedies oper- 
ate only if the correction of an item, 
on which an inconsistent position 
has been taken by the government or 
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by the taxpayer, occurs in one of 
three special methods of closing a 
case: (A) formal closing agreement 
under Section 606; (B) adjudicated 
settlement after litigation; and (C) 
final disposition of a claim for re- 
fund. It follows inevitably that in 
order to bring cases of inconsistency 
within this requirement the injured 
party, whether government or tax- 
payer, will be impelled, in many in- 
stances, to institute litigation for that 
sole purpose. This particular weak- 
ness could be remedied by amplify- 
ing the definition of a ‘‘determina- 
tion” to include any final determina- 
tion of tax liability. The committee 
does not wish to be understood, how- 
ever, as expressing unqualified ap- 
proval of the section with these sug- 
gested changes. The committee’s 
fundamental position is expressed in 
the opening paragraph under this 
recommendation. 


13. If Retained, the Capital Stock 
Tax Should Provide for Annual 
Redeclarations and the Excess- 
Profits Tax Should Exclude 
from Income Capital Gains and 
Losses 

The principle of imposing a cap- 
ital stock tax on a value declared by 
a corporation for its capital stock and 
then subjecting to excess-profits tax 
the earnings in excess of a fair return 
on the declared value appears reason- 
able enough, provided the purpose of 
the excess-profits tax is solely to dis- 
courage taxpayers from understating 
the fair value of their capital stock. 
However, when, as under the 1938 
act, the corporation must determine 
what value to declare for its capital 
stock by guessing the maximum earn- 
ings it will have for any year during 
a three-year period, the capital stock 
tax is no longer a tax on the fair 
value of its stock and the excess- 
profits tax is merely a penalty for in- 
ability to make an impossible fore- 
cast. 

If a business could be maintained 
at about the same level of activity 
and profit year-in year-out, it might 
work out fairly to require it to de- 
clare a value for its capital stock and 
to stand by that value for excess- 
profits tax purposes for a three-year 


period. However, except for an in- 
finitesimal proportion of corpora- 
tions, profits fluctuate widely from 
year to year and in unpredictable 
swings. This has been especially true 
in recent years. In July 1938, when 
an original capital stock value dec- 
laration had to be made to serve as 
a basis for capital stock values for the 
next two years and for excess-profits 
tax purposes for 1938, 1939, and 
1940, not only could no dependable 
estimate of earnings be made for 
1939 and 1940 but even a forecast of 
the profits for the last five months of 
1938 was in the realm of speculation. 
Yet, if the capital stock value declara- 
tion in July 1938 was too high, the 
corporation will be bound to pay ex- 
cessive capital stock tax in 1938, 1939, 
and 1940 and if the value guessed 
was too low, the severe excess-profits 
tax penalty will have to be borne. 

The inequity of an excess-profits 
tax based on a capital stock value de- 
clared in a previous year is accentu- 
ated by the inclusion in taxable in- 
come of capital gains of which not 
only the amount but even the occur- 
rence is unpredictable. In addition, 
under the present law, earnings for 
each year, in excess of the exemption, 
are subjected to the excess-profits tax 
even though such earnings represent 
only an insignificant return on the 
actual investment and the average 
earnings for the three-year period are 
far below the exemption or the cor- 
poration might have sustained a loss 
for the three-year period as a whole. 
Such a method of taxation can not be 
reconciled with the principle of tax- 
ation according to ability to pay. 

The unfairness of the present cap- 
ital stock tax and excess-profits tax 
system is so basic that the Court of 
Claims in Chicago Telephone Supply 
Company v. United States expressed 
grave doubts as to the constitutional- 
ity of an excess-profits tax based on 
capital stock value declared in a 
previous year. 

The committee recommends there- 
fore that, if the capital stock and ex- 
cess-profits taxes are retained in our 
revenue system, (1) a redeclaration 
of the capital stock value be per- 
mitted each year, and (2) the taxable 
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income for excess-profits tax pur- 
poses be computed without reference 
to capital gains and losses. 


14. The Rate of Interest on Defi- 
ciencies and Refunds Should 
Be Reduced from 6% to 4% 

Generally, the assessment of defi- 
ciencies in income tax is due to hon- 
est differences of opinion between 
the Commissioner of Internal Rev- 
enue and the taxpayer, and not to the 
desire of the taxpayer, in effect, to 
borrow money from the government. 
Therefore, interest charged on de- 
ficiencies should represent solely a 
fair rate of compensation for the de- 
layed payment of the funds, and not 
a penalty. 

When the 6 per cent. interest rate 
on deficiencies and refunds was first 
established, it was fair in view of 
general interest rates then prevailing. 
However, in recent years, interest 
rates have been steadily declining as 
evidenced by the lower interest rate 
paid on federal and state obligations, 
corporate bonds, mortgages and com- 
mercial loans. It is understood that 
in recognition of what appears to be 
long range lower interest rates, the 
life insurance companies which for 
many years maintained a 6 per cent. 
interest rate on loans to policyhold- 
ers are now providing for a lower in- 
terest rate in new policies. Under 
prevailing low interest rates which 
from present indications will con- 
tinue for many years, the continu- 
ance of a 6 per cent. interest rate on 
deficiencies constitutes the imposition 
of a penalty, in addition to interest, 
on taxpayers. Similarly, the main- 
tenance of the 6 per cent. interest 
rate on refunds is unfair to the gov- 
ernment. 

It is recommended, therefore, that 
the rate of interest, beginning January 
1, 1939, on deficiencies and refunds 
be reduced to 4 per cent. 

In accordance with Section 292 of 
the 1938 Act, interest on deficiencies, 
where the original tax was paid in 
installments, is computed from the 
date prescribed for the payment of 
the first installment. If interest on 
refunds were treated on a compar- 
able basis, the interest would begin 
with the date of the first installment. 
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However, the actual practice in case 
of refunds is to compute the interest 
from the date of the last installment 
of the original tax, such date being 
considered as the “date of overpay- 
ment” referred to in Section 614 of 
the Revenue Act of 1928, which is 
still in effect. 

The interest on deficiencies or re- 
funds should be computed only for 
the period the government or tax- 
payer was without use of the funds. 
Therefore, the inconsistency in the 
present procedure for computation of 
interest on deficiencies and refunds 
should be corrected by allocating the 
deficiency or refund to the install- 
ments in which the tax was paid and 
computing the interest accordingly. 


15. The Statute Should Provide 
That Any Waiver Which Ex- 
tends the Statutory Period of 
Limitation for Assessment of 
Additional Taxes Will Automat- 
ically Extend the Period with- 
in Which an Effective Claim for 
Refund May Be Filed 

Under Section 275(a) of the 1938 
act, additional income tax due un- 
der that act may be assessed, except 
in certain cases, within three years 
after the return was filed. However, 
this three-year period may be ex- 
tended by a waiver signed by the tax- 
payer and accepted by the commis- 
sioner. These waivers are offered by 
the taxpayer when the commissioner 
has not completed consideration of 
the case, in order to avoid the issu- 
ance of the 90-day deficiency letter 
while issues are still under considera- 
tion. As permitted by law, the orig- 
inal waiver may be extended one or 
more times, thus prolonging the stat- 
utory period for assessment as much 
as five years or even longer after the 
return was filed. 

When waivers are executed, it is 
entirely possible that some issues will 
be decided by the commissioner 
against the taxpayer, which might not 
even have been raised if the 90-day 
deficiency letter had been released 
within the original three-year period. 

Under Section 322(b) of the 1938 
act, claims for refund are not effec- 
tive unless filed within three years 
after the return was filed or within 
two years from the time the tax was 
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paid. There is the further limitation 
that, ““The amount of credit or re- 
fund shall not exceed the portion of 
the tax paid during the three years 
immediately preceding the filing of 
the claim * * *.” No procedure is 
provided, except to the limited ex- 
tent permitted by Section 820, for ex- 
tending the statute of limitations for 
filing claims for refund, even though 
the act specifically authorizes waivers 
extending the statute for assessment 
of deficiencies. 

In other words, although a waiver 
opens a way for the commissioner to 
introduce new issues adverse to the 
taxpayer after the expiration of the 
original three-year period, the tax- 
payer is barred, unless he has paid 
additional tax more than a year after 
the original return was filed, from fil- 
ing a claim for refund after three 
years from the date the return was 
filed. 

As a result the taxpayer is at a dis- 
tinct disadvantage as compared with 
the government. This condition 
should be remedied especially since 
the overassessment may arise from a 
favorable Board of Tax Appeals or 
court decision in another case or 
from adjustments by the commis- 
sioner for other years, such as disal- 
lowance of a deduction on the 
ground that it belonged in the closed 
year. 

The committee recommends, there- 
fore, that any waiver which extends 
the statutory period of limitation for 
assessment of additional taxes should 
automatically extend to the same 
date the period during which an ef- 
fective claim for refund may be filed. 


16. Final Determination of Tax 
Liability Could Be Expedited by 
More Prompt Audit of Returns 
and Greater Reliance on the 
Accounting Treatment of Many 
Items of Income, Expense and 
Loss by Controllers and Inde- 
pendent Public Accountants in 
Reports to Stockholders and 
to the Securities and Exchange 
Commission 

The advantages to the government 
and to the taxpayer of a prompt final 
determination of the tax liability are 
obvious. That the Treasury Depart- 
ment shares this view is evidenced by 


its adoption recently of a decentraliza- 
tion policy. How effective this change 
in policy will be remains to be seen, 
but we believe it is an important step 
in the right direction. However, it is 
believed much can still be accom- 
plished. 

In recent years, audits of income tax 
returns have been more current than 
previously. It is recommended that 
this policy be continued and even 
stepped up with the objective that the 
audit of one year’s return by an in- 
ternal revenue agent will be well under 
way or completed before the next 
year’s return is filed. When the tax- 
payer and the Bureau of Internal Reve- 
nue can not reach an agreement and 
litigation is necessary, the issues should 
be defined clearly and promptly and 
both parties should cooperate to bring 
the litigation to a speedy conclusion. 

Much of the delay in the settlement 
of tax cases has been caused by the 
question of the year in which certain 
items of income are taxable and such 
deductions as bad debts, worthless se- 
curities, and other losses are allowable. 
The deduction for depreciation and 
obsolescence is another cause of con- 
troversies and delays in the final de- 
termination of the tax liability. Except 
in cases in which it appears that tax 
evasion or undue advantage is sought 
by the taxpayer, it is recommended that 
the Treasury Department give much 
more weight than heretofore to the 
year which the accounting officer of the 
taxpayer, and the independent public 
accountants who certify to his financial 
statements, deem the income, loss or 
expense to have accrued. 

The controller or other chief ac- 
counting officer is charged with the 
responsibility of preparing an income 
statement and balance sheet for his 
company’s stockholders and for the 
Securities and Exchange Commission 
in the case of those companies whose 
securities are listed on the New York 
or other registered stock exchange in 
the United States. Such statements are 
ordinarily certified to by independent 
public accountants and the Securities 
and Exchange Commission requires 
public accountants to state whether or 
not recognized accounting procedures 
have been followed consistently. 








otk 
vid 


rea 
tax 
tha 
clai 
pet 
to | 
ded 
nec 
fusi 
mat 
witl 
ters 
act 








a tld 








In the preparation of statements for 
stockholders and for the Securities and 
Exchange Commission, careful con- 
sideration must be given to those very 
items whose treatment in the tax re- 
turns differ so frequently from the 
treatment accorded them in the reports 
to the Securities and Exchange Com- 
mission and to stockholders. Examples 
of the items to which reference is made 
are additions to reserves for bad debts, 
additions to various other necessary re- 
serves, losses arising through securi- 
ties becoming worthless, properties 
abandoned, litigation, and the like. 

The Treasury Department recognizes 
that items of this nature are properly 
deductible in determining taxable in- 
come, the only question being how 
much of the deduction, if any, prop- 
erly falls in the current year and how 
much, if any, belongs in some prior or 
some later year. In the long run, the 
manner of prorating these deductions 
against income of taxable years makes 
little difference in taxes provided the 
taxpayer is not deprived of the deduc- 
tion altogether through the operation 
of the statute of limitations coupled 
with a dissenting decision of a Treas- 
ury representative who knows much 
less about the item than the taxpayer’s 
chief accounting officer and its inde- 
pendent public accountants. It would, 
we are convinced, be much simpler, 
fairer, and more efficient for the Treas- 
ury and the taxpayer alike if in an 
audit of the tax returns the allocation 
of such items of income and expenses 
as reported to the Securities and Ex- 
change Commission be accepted when 
not clearly erroneous or when some 
other treatment is not specifically pro- 
vided in the statute or regulations. 

Under what appears to be the Bu- 
reau’s present policy of compelling the 
taxpayer to prove beyond any doubt 
that the loss occurred in the year 
claimed, the large enterprise with com- 
petent tax advisors is often compelled 
to protect its interests by claiming the 
deduction in several years. It is un- 
necessary to detail the resulting con- 
fusion, complication, and delays in 
many such cases. The smaller business, 
with insufficient experience in tax mat- 
ters, runs the risk of having a loss 
actually sustained and deductible under 
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the tax law disallowed in the year 
claimed on the ground that it more 
properly belonged in another year al- 
ready closed by the statute of limita- 
tions. 

In Great Britain the assessment and 
collection of taxes has been kept prac- 
tically current and suits on tax matters 
are comparatively few. We believe an 
important factor in bringing about this 
desirable situation is the reliance of the 
British revenue authorities on the ac- 
counts as audited by the professional 
accountant. In this connection, the fol- 
lowing comments by Sir Laurence 
Halsey, senior partner of the English 
firm of Price, Waterhouse & Co., in 
an address made in May of this year 
at the Harvard University Graduate 
School of Business Administration, are 
of interest: 


“What happens is that the business 
man’s accountant supplies a copy of the 
accounts audited or prepared by hii to 
the authorities and discusses with them 
what adjustments of the figures are nec- 
essary in order to arrive at the taxable 
income. Any questions which the in- 
spector of taxes may wish to put as to 
the basis upon which the accounts have 
been prepared or as to the details of 
items appearing in the accounts are dealt 
with by the accountant, and his answers 
are accepted as true by the Inland Reve- 
nue authorities without verification. In 
other words, the authorities start off 
with the belief that audited accounts may 
be accepted as correct, and what they are 
concerned with is to obtain mutual agree- 
ment as to the adjustments which may be 
appropriate for taxation purposes, rather 
than to verify the correctness of the ac- 
counts.” (Journal of Accountancy, Sep- 
tember, 1938, p. 178). 


A recent report in the press indi- 
cates that the Treasury Department 
and the Securities and Exchange Com- 
mission are currently studying ways 
and means by which the two may treat 
uniformly certain accounting problems 
arising in the examination of tax re- 
turns and reports to the Securities and 
Exchange Commission. Although we 
appreciate that there can not be either 
standardization or complete uniformity 
in the treatment of the accounts as re- 
flected in the corporate reports to the 
two agencies, particularly as to such 
items as depreciation and depletion, 
we are in hearty accord with the pro- 
posal. If the program is carried out it 
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should be very beneficial to the admin- 
istration of the two governmental 
agencies involved and to taxpayers, 
provided there is sufficient flexibility 
to take account of particular condi- 
tions existing in each individual case. 
Obviously, a problem of this nature 
requires, for a satisfactory solution, 
exhaustive study on the part of the two 
agencies, and we believe the coopera- 
tion of this Institute’s committees and 
those of the American Institute of Ac- 
countants would be very helpful. In 
the spirit of cooperation, The Control- 
lers Institute of America offers the 
services of this committee and that of 
its Committee on Cooperation with the 
Securities and Exchange Commission. 





Brief Facts Concerning 


CONTROLLERS INSTITUTE 
OF AMERICA 


Organized, December 29, 1931; in- 
corporated, December 31, 1931. 

A non-profit membership corpora- 
tion, under laws of District of Co- 
lumbia. 

Membership, 1,111. Includes control- 
lers from many diversified lines 
of business and industry. 

Purposes, advancement of technical 
and other interests of controllers. 
President, Roscoz SEYBOLD, Westing- 
house Electric & Manufacturing 

Company, Pittsburgh. 

Eligibility Rules: Membership open 
only to controllers, and to assistant 
controllers when sponsored by 
their chiefs. (In case of company 
which has no one with title of 
controller, the person performing 
the commonly accepted duties, and 
carrying the usual responsibilities, 
of a controller, becomes eligible.) 
Associate class open to educators 
and writers and to corporate off- 
cers of grade equal to or higher 
than that of controller. 

Branches, in nineteen cities: Balti- 
more, Boston, Bridgeport, Buffalo, 
Chicago, Cincinnati, Cleveland, 
Detroit, District of Columbia, Los 
Angeles, Milwaukee, New York 
City, Philadelphia, Pittsburgh, 
Rochester, Saint Louis, San Fran- 
cisco, Syracuse, Twin Cities. 

Publications: Year Books, monthly 
magazine, “The Controller,” spe- 
cial reports and pamphlets from 
time to time. 

Committees: Twelve standing and 
special committees which are con- 
stantly studying special problems 
of the controller and his work. 


Address, One East Forty-second 
Street, New York, N. Y. 















Opportunity for Larger Service by 
Controllers Lies Close at Hand 


Answer for Each Company Must Come from Consideration of Its Executive Re- 
quirements—O pportunity for Controller Must Come from His Own Vision of 
Possibilities of Job—Broad Road into Management—Article by Mr. F. J. Carr. 


HANGES in the status and func- 

tions of controllers constantly are 
taking place under the stimulus to a 
large extent of the studies that are 
being made by controllers themselves 
and by other officers of business con- 
cerns. Definitely the thought is taking 
root that controllers may and should 
become more and more a part of man- 
agement. MR. FRANK J. CARR in the 
article that follows describes how this 
development is logically taking place, 
and points out the functions that con- 
trollers perform which lead them nat- 
urally into greater participation in 
management than could be observed in 
past years. 

Thousands of young men, training 
for careers in business, will be glad 
to have this clear description of the 
opportunities in the field of controller- 
ship, and of the trend toward greater 
responsibilities for controllers than 
have ever been conferred on them. 

The author is no stranger to con- 
trollers. He was the first president of 
THE CONTROLLERS INSTITUTE OF 
AMERICA, serving from January, 1932, 
to September, 1934. He was controller 
of Tennessee Valley Authority for 
several years, and is now controller of 
American Steel & Wire Company of 
Cleveland. —THE EpITor. 


Someone has observed that noth- 
ing is permanent except change. Cer- 
tainly this must seem true today to 
many a harrassed executive. When 
the stock market seems to be com- 
fortably settled for a consistent up- 
swing, something goes wrong and 
hopes are tumbled into the gloom of 
a bear movement. A company hav- 
ing spent years building its capacity 
to keep pace with a growing demand 
suddenly discovers that it has gone 
too far, or that the demand has 





dropped off to the point where the 
problem has become one of dispos- 
ing of its output. We brace our- 
selves to withstand the shock of a 
new European war, then with star- 
tling suddenness four great powers 
get together on a plan for peace. 
Prices seem to be all out of control, 
and profits are hazardous. New de- 
mands of labor arise to complicate 
the endeavors to secure improve- 
ments in costs. New government re- 
quirements make operations more 
difficult. 

In such an atmosphere, planning 
the operations of a business becomes 
most difficult. Long range planning 
especially is highly speculative. 
Month to month or even day to day 
schedules must constantly be ad- 
justed to demands or trends which 
can be determined only as they ap- 
pear. From the details of issuing 
production orders, or regulating the 
expenses of an organization unit, to 
the overall plans of the president, 
constant vigilance is required. The 
need for systematic control as a basic 
element of management is a natural 
consequence. 

There has always been control of a 
sort. Even the small enttepreneur 
with a few employees, who carries all 
of the details of his business in his 
own head, exercises a personal con- 
trol over his operations. The factory 
manager of pre-war days who had his 
own rule-of-thumb methods, his 
hunch, or whatever you may term it, 
did control his work by those meth- 
ods with more or less success. As 
business grows bigger it becomes 
more complicated, and as competi- 
tion increases or becomes more in- 
tense and vigorous, even the small 
company requires closer attention to 
a greater variety of detail. 





GREATEST SERVICE IS FURNISHING 
OF INFORMATION 


This demand for attention to de- 
tail places an increasing responsibil- 
ity on the accounting system and the 
accounting organization. The prep- 
aration of correct income statements 
and balance sheets is a detail of rela- 
tively minor significance. Compila- 
tion of payrolls, or the prompt 
payment of accounts; rendering of in- 
voices to customers, and correct post- 
ing of accounts receivable—all vital 
and necessary functions of the de- 
partment—represent only routine 
functions in which accuracy and time- 
liness are the chief requirements. The 
place where the accounting depart- 
ment can render its fullest service is 
in the information it furnishes to the 
operating executives to guide them 
in the vital decisions which they 
must make. 

Furnishing information to operat- 
ing executives has its complications. 
Especially in large organizations, it 
may lead to a costly multiplicity of 
reports. Each department head has 
his own ideas of the kind of report 
he wants. A report for one purpose 
may contain substantially the same 
information as another report for a 
different purpose. There is a tend- 
ency to continue a form of report 
even though it may no longer be 
necessary. Often a special report is 
requested, and once used it is so easy 
to ask that it be continued as a reg- 
ular or periodical report. Changed 
conditions lead to new reports with- 
out discontinuing the old. Most re- 
porting systems have been the result 
of gradual growth, adding one re- 
port to another, rather than a care- 
fully considered and coordinated 
plan. 

(Please turn to page 368) 






































Comments on Professor Fiske’s Article 


Following publication of the article ‘Training for Controllership’” by Professor Wyman P. Fiske of Massa- 
chusetts Institute of Technology, in the September issue of THE CONTROLLER, copies were sent to more than fifty 
teachers of accounting in collegiate schools of business throughout the country. A covering letter from Mr. John 
H. MacDonald, chairman of the Committee on Education, drew specific attention to the article and asked for 


comments on it. 


A large number of replies have been received. Virtually every one praises the article highly and asks that 
The Institute send future copies of THE CONTROLLER in which similar articles appear. This will be done. 
Among the comments received on Professor Fiske’s article are the following: 


1) Dartmouth College, The Amos Tuck School: 

“I have read with very great interest the article by Pro- 
fessor Wyman P. Fiske and am now routing it to a number 
of the members of our Faculty. 

“In view of the fact that the Tuck School is set up on basic 
policies in regard to education for business which stand out 
so prominently in Professor Fiske’s article, I can, of course, 
say that I agree most whole-heartedly with everything he 
writes. 

“We have always had as emphasis in our work that of 
depth of analytical thinking, and breadth of training and 
point of view. Furthermore, since our work is on the gradu- 
ate level and offered only to students who are decidedly 
above the average, it is natural that we should believe 
strongly in most of what Professor Fiske says. 

“In view of the fact that the job of a controller is so much 
an administrative position of quite a high order it is perhaps 
only natural that we feel that academic training for it must 
be of the nature stated by Professor Fiske. I feel also that 
academic work along this line should be, for the most part, 
of a graduate nature. 

“I shall be greatly interested in receiving subsequent issues 
of THE CONTROLLER containing other articles and material 
dealing with the various phases of education for controller- 
ship. HERLUF V. OLSEN, Dean” 


2) From a Professor of Accounting in an Important Mid- 
Western University: 

“I have read Professor Fiske’s article with great interest 
and profit. It is most gratifying to see such an important 
subject discussed intelligently. This School of Business has 
always recognized that narrow training for professional 
accountancy was not sufficient for the type of work of the 
Controller and has made efforts to lay a broad foundation 
for the student in general business subjects, social sciences 
and general liberal arts courses. 

“The suggestion of making training for controllership 
graduate work, I feel, is especially sound. If we were a three- 
year school (assuming two years liberal arts as a prerequi- 
site) I should like to see a course of this kind introduced 
in the last year. Our school quite possibly may go on this 
basis in the future and if so such a course as outlined in the 
article might well be introduced.” 


3) University of Denver, School of Commerce, Accounts and 
Finance: 

“I am interested in your letter of October 15 and shall 
look forward to reading the article on ‘Training for Control- 
lership’ by Dr. Fiske. I am very much interested in anything 
bearing upon current trends in education of private account- 
ants and controllers. CLEM W. CoL.ins, Dean” 


4) University of Pennsylvania, Wharton School of Finance and 
Commerce: 

“Your letter of the fourteenth and the copy of the Septem- 

ber issue of THE CONTROLLER are very much appreciated. 


We will be interested especially in the article on ‘Training 
for Controllership’ by Professor Fiske of the Massachusetts 
Institute of Technology; also in any other articles on the 
educational aspects of controllership training which your 
committee may sponsor. 

G. A. MACFARLAND, Professor of Accounting” 


5) University of Arizona, School of Business and Public Ad- 
ministration: 

“I shall look forward to the receipt of the September 
issue of THE CONTROLLER containing the article by Profes- 
sor Fiske on ‘Training for Controllership.’ 

“Since your earlier letter raising the whole problem of 
suitable training for controllership we have been giving 
considerable thought to the problem here as to the method 
that we can best fit into the scheme with our rather limited 
courses. It will be a pleasure to read Professor Fiske’s 
article. E. J. Brown, Director” 


6) Washington and Lee University, School of Commerce and 
Administration: 

“I wish to thank you for your recent letter and for the 
September issue of THE CONTROLLER containing the article 
on training for controllership. I am very glad to have this 
and I shall be very glad to call it to the attention of other 
members of the faculty. 

“We should be glad to have any further suggestions or 
information from your organization or from your magazine 
on this subject. G. D. Hancock, Dean” 


7) University of Pennsylvania, Wharton School of Finance and 
Commerce: 

“In your letter of October 14th to Professor Williams you 
indicate willingness to have your material used by schools 
of business. I note in your June 1938 issue a very fine 
article by Professor Greer on ‘Price Setting’ and I am won- 
dering whether it would be possible for us to secure five 
copies of that issue of THE CONTROLLER for use by our 
instructors in management. 

C. C. BALDERSTON, Professor of Industry” 


8) The University of Nebraska, College of Business and Ad- 
ministration: 

“I have read Professor Fiske’s article with great interest 
and have found it very suggestive. His emphasis upon the 
power of analysis and the understanding of how business 
operates is particularly sound and timely, also his views 
with respect to the need for a combination of apprenticeship 
and academic elements in training for controllership. 

“I am sending you a copy of the latest bulletin of our 
College of Business Administration, by which you will see 
that our course of study has been built in the main along 
the lines indicated by Professor Fiske. 

J. E. LERossiGNoL, Dean” 


A second article under the general sponsorship of the Committee on Education appears in this issue entitled 
“Opportunity for Larger Service by Controller Lies Close at Hand.” The author, Mr. Frank J. Carr, is controller 
of the American Steel & Wire Company and was the first president of The Institute. In addition to wide busi- 
ness experience, Mr. Carr for some years taught accounting at the Wharton School, University of Pennsylvania. 
His discussion of these two fundamental aspects of the controller’s job is both authoritative and timely and will be 


read with wide interest by both controllers and teachers. 
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Furnishing information likewise 
presents the problem of keeping con- 
stantly in step with the changing 
conditions in a particular company, 
and with the developing progress of 
accountancy. It is not many years 
since standard costs appeared as a 
new basis for cost determination. 
More and more industries are work- 
ing out standard methods of account- 
ing giving the advantage of accurate 
comparisons with totals or averages 
of the industry. The requirements 
under new federal and state laws all 
increase the burden on the account- 
ing department. On the other hand, 
the developments in mechanical 
equipment offer opportunities for 
both expanded service and reduction 
in accounting costs. 


CONTROLLER’S RESPONSIBILITY 


The responsibility of the control- 
ler over these matters is generally 
recognized. That he must keep up 
with the changing needs of his com- 
pany is obvious, and following the 
developments in accounting practice 
and technique should be second na- 
ture to him. It may not be so freely 
admitted that he should determine 
the types of reports for the use of 
operating executives. They feel that 
they know what they need to run 
their job. 

On the other hand the controller 
has the opportunity which they do 
not have, to study the suggestions of 
many executives, to coordinate them, 
and to consolidate into reports the 
combined ideas of many. He should 
have a broad conception of the ob- 
jectives of the company as a whole, 
and should design detail reports 
which will point towards the results 
that are ultimately desired. He 
knows the possibilities of the ac- 
counting system, and having the duty 
of keeping clerical costs at a mini- 
mum, he can best determine what 
can be done with available resources. 

True, the accounting department 
should be a department of service to 
the other departments of the organ- 
ization. An element of that service 
however can well be the recommen- 
dation of types of reports that will 
give vital information in a truly il- 
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luminating manner. Much informa- 
tion is compiled that is merely inter- 
esting. Careful study will eliminate 
it, and comprehensive planning will 
provide reports which will merit the 
time required to utilize them for 
constructive purposes. 

Here we have one aspect of con- 
trollership—the thorough, painstak- 
ing, constructive direction of the 
accounting department; the modern- 
ization of procedures; prompt and 
accurate reporting; reporting on the 
basis of indicators of vital facts. It is 
the aspect that is familiar to all con- 
trollers and is generally recognized 
by their companies and their associ- 
ates. 


BROADER ASPECT OF CONTROLLER- 
SHIP 


But there is a second and broader 
aspect that is neither so universally 
accepted nor so well known—the 
aspect of the controller who has be- 
come an integral part of manage- 
ment. Some of our larger corpora- 
tions have recognized this phase of 
his work by making him not only 
controller, but vice-president as well. 
There are doubtless smaller com- 
panies where the management re- 
sponsibility of the controller is rec- 
ognized and accepted. This may be 
due to the progressiveness of the 
company, or perhaps the ability and 
personal characteristics of the indi- 
vidual occupying the position. We 
know that the controller's job is, or 
can be, largely what he _ himself 
makes it. 

As an official title, the term con- 
troller is relatively new as industrial 
history goes. Chief accountant, au- 
ditor, even the old fashioned book- 
keeper are all more venerable des- 
ignations. It was the growing 
consciousness of the significance of 
accounting as a control instrument 
that led to the dignifying of the ac- 
countant’s position and calling him 
controller. But merely calling him 
by that title does not make him a 
controller. To be one he must exer- 
cise the responsibility and must have 
the authority that the title implies. 
It is probably true that some who 
have the title are no more than chief 


accountants—or perhaps the “old 
fashioned bookkeepers,” while there 
may be others without the title whose 
accomplishments should be recog- 
nized by the title. 

Of course our friends the treas- 
urers enter into the picture, for tra- 
ditionally many of them have carried 
on the accounting and even the con- 
trol function, as well as more limited 
duties of a strictly financial nature. 

What constitutes this management 
or control function that we are dis- 
cussing? The answer to that de- 
pends on many factors, not the least 
of which is the particular organiza- 
tion in which one finds himself. Try 
as we will to make management im- 
personal, to set up functions on a 
theoretically perfect or logical basis, 
we always find when we come to an 
individual company that the personal 
equation can not be ignored. Prob- 
ably no two controllers would them- 
selves agree on a complete definition. 
They, too, would be guided by their 
personal experience and by the con- 
ditions in their respective companies. 
However, a few examples will illus- 
trate the point. 


Direct ROAD INTO MANAGEMENT 


Perhaps one of the simplest and 
most direct ways of entering into the 
management picture is through the 
organized analysis of reports and the 
formal preparation of written state- 
ments directing attention to the sig- 
nificant facts shown by the reports. 
Note that the terms formal and or- 
ganized are used. There should be 
nothing casual about this, nor is it to 
be considered merely an incidental 
task to be done if opportunity per- 
mits. Obviously, reports are made to 
be used—to furnish information on 
the basis of which decisions and 
judgments can be made. All operat- 
ing executives use reports to a 
greater or less extent. However, the 
analysis of reports even by casual ex- 
amination is a time consuming activ- 
ity. Too often, in the course of a 
busy day, the study may be imade- 
quate to bring out fully all of the 
implications of the information. Sev- 
eral executives using the same re- 
ports will glean quite different in- 
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formation from them, whereas it may 
be important for them all to be basing 
judgments on similar analyses of facts. 
The controller or his organization 
should be equipped to give the time 
necessary for thorough and accurate 
analysis; and from this effort should 
be able to set down briefly in writ- 
ing the really significant facts and 
trends. Should special study or addi- 
tional facts be necessary to explain 
fully what has happened, this can be 
taken care of in advance, so that 
when the report goes to an operat- 
ing executive it can be supported by 
both the facts and the reasons for them. 
Comment has already been made 
concerning the fact that each exec- 
utive has definite opinions as to the 
kind of reports he needs, and obvi- 
ously this would extend to the type 
of analysis that he can use. After a 
few attempts however the controller 
should become familiar with these 
requirements and should be able to 
furnish the desired information. Of 
greater significance however is the 
fact that the controller, with his 
knowledge of the details of the ac- 
counting information, and his op- 
portunity to view broadly all relevant 
facts, can, on his own initiative, de- 
vise types of reports or analyses 
which direct attention to factors de- 
serving attention which might other- 
wise be overlooked. In brief, he has 
both an opportunity and an obliga- 
tion to educate his associated exec- 
utives in developing the fullest use 
of the accounting information. He 
can increase his usefulness, and 
strengthen his influence. He can be- 
come a vital factor in management, 
rather than a mere compiler of his- 
torical information. This is not an 
insignificant item and its importance 
should not be minimized. It is one 
function that contributes to the man- 
agement status of the controller. 


TRANSITION FROM RECORDERS 
TO ADMINISTRATORS 

Then there are budgets and fore- 
casts. Budgets, we all know, vary all 
the way from half hearted attempts 
to guess what the next year’s results 
may be, to elaborate detailed esti- 
mates that include long range and 
short term predictions, corrected at 
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frequent intervals, and carefully com- 
pared with actual results. Some exec- 
utives take them seriously and look 
upon them as one of their more im- 
portant tools of administration. 
Others consider them ‘‘just another 
guess at figures for the accounting 
department.” However, the argu- 
ments for budgets are not pertinent 
to this discussion, and it is safe to as- 
sume that budgets are here to stay, 
and that generally they are a signifi- 
cant element of the Controller’s re- 
sponsibility. 

As a matter of fact, the develop- 
ment of budgets has been a large fac- 
tor in the transition of accounting 
executives from recorders to admin- 
istrators. The controller has recog- 
nized the value of the budget as an 
administrative device; while, on the 
other hand, the requirements of the 
budget have broadened the opportu- 
nity for service on the part of the 
accounting executive. 

All of this is irrelevant unless the 
controller actually assumes the lead- 
ership in the budget program. He 
should plan and organize the pro- 
cedure for the assembly of forecasts 
and data. He should coordinate the 
budget activities of all departments 
and assemble departmental estimates 
into the consolidated whole. He 
should not prepare the detailed or 
departmental estimates. Sales fore- 
casts, serving as the very foundation 
of the consolidated picture, are 
clearly the responsibility of the sales 
department. Operating executives 
must provide the estimates of ex- 
penditures within their respective de- 
partments. This provides for greater 
accuracy in the estimates themselves, 
and develops the all important sense 
of responsibility for estimates on the 
part of executives who are to be 
measured by the standards they have 
set for themselves. The controller’s 
leadership comes through develop- 
ing the method and rounding out 
the completed picture for the com- 
pany as a whole. 


CHARTING CouRSE INDICATED 
BY BUDGET 
More than that, his leadership can 
be developed through his analysis— 
formal and organized analysis—of 
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the forecasts themselves, and the sub- 
sequent performance compared with 
the estimates. Just as his analysis of 
periodical reports can point the way 
to proper decisions on management 
problems, it is of equal importance 
that he chart the course indicated by 
the budget. 

Approval of expenditures may be 
another responsibility of the control- 
ler, and this too may vary widely in 
degree. It may include actual signa- 
ture on requisitions covering partic- 
ular transactions, or it may be on the 
broader basis of joining with other 
executives, or the Board of Direc- 
tors, in adopting budgets or author- 
ization of expenditures for a major 
undertaking. 

To be effective, such authority 
must be exercised prior to incurring 
an obligation. Authority to counter- 
sign checks, or to approve payment 
vouchers is of little consequence un- 
less it carries with it some basis of 
approval before the committment is 
made. When a vendor has actually 
supplied materials, he is entitled to 
payment for them. It is true that the 
controller, if he disapproves, could 
suspend payment temporarily in an 
individual case, reporting it to the 
president or the board, and thus ex- 
erting an influence which might pre- 
vent repetition in the future, but it is 
too late then to stop the particular 
expenditure, which may be a signif- 
icant one. The real control comes 
at the beginning rather than at the 
completion of the transaction, and if 
this responsibility is to be the con- 
troller’s, he must exercise it at the 
beginning. 

These functions—analysis of re- 
ports, leadership in budget pro- 
grams, and authorization of expendi- 
tures—are all illustrations of specific 
things a controller may do when he 
has the authority, to increase his use- 
fulness to management. There are 
others, some of an even broader na- 
ture. He may be a member of the 
board of directors, or certainly of the 
president’s executive staff, and can 
make his influence felt through his 
discussions and his recommenda- 
tions. He may be given executive 

(Please turn to page 383) 
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Brief Items from Here 


and There of Intgst 








Report of Committee on 
Allocation of Income 


The Committee on Allocation of In- 
come, of the National Tax Association, 
which was presented at the thirty-first 
national tax conference at Detroit, late 
in October, has been printed in pamphlet 
form. It has to do with the allocation 
of income for state income tax. The re- 
port summarizes the replies made to 
questions circulated by the committee. 
Mr. Leo Mattersdorf, of New York City, 
is chairman of the committee. 


American Accounting Association 
To Meet in Detroit 


The American Accounting Association 
—formerly the American Association of 
University Instructors in Accounting— 
will conduct its annual meeting in De- 
troit December 28, 29 and 30, 1938. 


Financial Officers To Meet 
in January in New York City 


A meeting that will survey the most 
important recent developments in corpo- 
rate financial management will be held on 
January 25-26, when the Division of 
Finance and Accounts of the American 
Management Association will hold its an- 
nual conference. A program for the ses- 
sions, which will be held at the Hotel 
Pennsylvania, New York City, is being 
arranged under the direction of Mr. F. B. 
Flahive, controller of the Columbia Gas 
& Electric Corporation, who is vice-presi- 





| 
MUCH MEAT OF PRACTICAL | 
HELP IN WAGE HOUR BOOKLET 
“I have just finished reading 
the booklet ‘Interpretations of The 
Fair Labor Standards Act,’ as pre- 
sented before the New York City 
Control on November 3. There is 
more meat of practical help tucked 
into this pamphlet than anything 
I have yet seen on the act, and I 
think it was a fine thing to have it 
published for the members of The 
Institute who were not able to be 
present at the meee.” 3a. | 


Letter from Mr. Henry C. Perry, Hey- | 
wood-Wakefield Company, Gardner, 
Massachusetts. 

















| COMMENDS REPORT TO | 
| TREASURY DEPARTMENT | 


“I have read with the greatest 
| of interest the draft of memoran- 
| dum which Mr. F. G. Hamrick, 

chairman of The Institute's Com- 
mittee on Cooperation with the 
Treasury De partment, proposes to 
| submit, after approval by The In- 
| stitute’s Board of Directors, to the 
Treasury Department. The draft 
indicates that an exhaustive study 
has been made of our tax law, 
| suggestions being made for 
| changes thereto which would make 
the law more suitable, understand- 
| able and satisfactory to business. 
| I concur heartily in the recommen- 
dations contained therein. .... 
Mr. Hamrick is to be congratu- 
lated upon the very fine work he 


| and his committee have done.” 


| Excerpt from letter from Mr. Oscar 
N. Lindahl, controller, Universal 
Atlas Cement Company, Chicago. 











dent in charge of the American Manage- 
ment Association Finance Division. Mr. 
Flahive is a member of the Controllers In- 
stitute of America. 

The registrants will include financial 
executives from companies in many in- 
dustries throughout the country. They 
will discuss such problems as: responsi- 
bilities of the finance officer, determina- 
tion of depreciation and obsolescence 
policy, and the effects of governmental 
policies on financial management. A panel 
of speakers from various companies is 
now being selected. 


Old-Age Insurance Claims Certified 
in October Average $61.81 


Old-age insurance claims certified for 
payment in October totaled 17,515, the 
Social Security Board announced. Pay- 
ments averaged $61.81, the highest 
monthly average reached since the old- 
age imsurance system became effective 
January 1, 1937. Claims filed from the 
start of the program in January, 1937, 
to the end of this October total 234,083, 
and represent payments of $9,622,360.86. 





Of this amount, $1,082,621.42 is in pay- 
ment of claims certified in October. The 
old-age insurance claims now being paid 
go to wage earners who have reached the 
age of 65 and to the heirs of those who 
have died. 


One Hundredth Annual Meeting 


of American Statistical Association 


The one hundredth annual meeting of 
the American Statistical Association will 
be held December 27-30, at Detroit, with 
an especially interesting program which 
reflects the broad range of interests of 
the association. 


Holding Company Proposals Will Be 
Treated Confidentially 


The Securities and Exchange Commis- 
sion has given assurance, through its 
chairman, Mr. William O. Douglas, that 
the commission will treat as confidential 
plans submitted under Section 11(b) in 
response to the letter of August 3, 1938, 
addressed by Chairman Douglas to the 
utility holding companies. Mr. Douglas 
in a recent public statement said that 
executives of several holding companies 
had inquired as to whether the commis- 
sion would treat those plans confiden- 
tially. Some indicated that confidential 
treatment would be desirable, not only to 
permit informal submission of concrete 
and definite plans, but to keep those plans 
flexible and tentative. Mr. Douglas gave 
assurance that the commission would not, 
without prior consultation with any hold- 
ing company filing such plans, disclose 
their details. 


Depreciation of Idle Equipment 
Discussed in Tax Review 


An article on depreciation of idle 
equipment appeared in the November is- 
sue of Current Tax Review. Members 
of The Controllers Institute of America 
may obtain copies without charge on ap- 
plication to the publication, at 110 West 
Forty-Second Street, New York, N. Y. 


Stock Exchange Reports on 
Plan To Increase Listings 
The New York Stock Exchange has is- 
sued a report of its Sub-Committee on 
Size and Listing Requirements, of the 
Committee on Stock List. The sub-com- 
mittee was appointed in May to ascertain 
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what steps might be taken to increase the 
number of listed securities, with the 
thought that the issues of many more 
companies be admitted to trading. 


Inquiry Concerning Report to 
Securities Commission 

A controller, a member of The Con- 
trollers Institute of America, stated in 
a recent inquiry that his company has 
received a request from the Securities 
and Exchange Commission for infor- 
mation concerning each security issue 
of less than $5,000,000 gross proceeds 
made by the company from January 1, 
1925 to December 31, 1929, inclusive, 
other than issues offered through rights 
to stockholders. The company from 
which this information was requested 
had reorganized during that period 
and had put out a new form of com- 
mon and preferred stock in exchange 
for outstanding stock, and had sold 
some stock to the public. The question 
was asked whether the report should 
include the entire new issues, or only 
the extra amount issued to the public. 

This question was laid before sev- 
eral controllers, members of The Con- 
trollers Institute of America. They re- 
plied that in their personal opinions, 
the answer to the inquiry made by 
the Securities and Exchange Commis- 
sion should include the whole amount, 
but all added that it is an attorney’s 
question. 





Looks Forward to Receiving 
“The Controller” Each Month 


“We wish to take this opportu- 
nity of complimenting you upon 
your splendid magazine; in fact, 
we look forward to receiving it 
each month knowing it will be 
filled with timely and instructive 
articles,” 


Excerpt from letter from Mr. A. C. 
Gay, member of The Institute, in 
Chicago. 














PRAISE CONSTRUCTIVE 
WORK OF INSTITUTE 


“Thanks for your booklet en- 
titled ‘Interpretations of Fair La- 
bor Standards Act’ which you sent | 
with your letter of November 21. 

“Not only is this information | 
very timely, but this additional 
service from The Institute should 
be very much appreciated by the 


members.” 


Excerpt from letter from Mr. Deane | 
S. Hazen, of Benjamin Electric Manu- 
facturing Company, Des Plaines, IIli- 
nois. 


“The booklet ‘Interpretations of | 
Fair Labor Standards Act’ is one 
of the evidences of the construc- 
tive work that The Controllers In- 
stitute is accomplishing.” 


Excerpt from letter from Mr. George 
H. Hess, Jr., controller of Great 
Northern Railway Company, St. Paul, 
Minnesota. 











Resumption of Large Scale 
Corporate Financing 


During October 1938 a total of $450,- 
063,000 of new securities (exclusive of se- 
curities registered for reserve against con- 
version) became fully effective under the 
Securities Act of 1933. This amount, the 
highest in more than a year and one half, 
compares with $106,767,000 for Septem- 
ber 1938 and $126,866,000 for October 
1937 and indicates a resumption of large 
scale corporate financing started in early 
summer but interrupted in September, ac- 
cording to the Securities and Exchange 
Commission. 


Internal Revenue Bureau Describes 
Changes in Forms 

The Bureau of Internal Revenue has 
made public information relating to what 
it describes as “changes and improve- 
ments” that have been made in income 
tax forms for the taxable year 1938. The 
forms themselves will not be available 
until on or about January 5, 1939, when 
they will be distributed to the public by 


collectors of internal revenue and not by 
the Bureau in Washington. 

The individual income tax return, 
Form 1040, for net income of more than 
$5,000 from salaries, wages, dividends, 
annuities, and incomes from other sources 
regardless of amounts, will be folded at 
the top instead of the side as in 1937. 

Commissioner Guy T. Helvering said: 
“This change was made as a service to the 
tax-paying public in response to many 
requests that the form be folded in this 
manner to facilitate the typing of figures 
and the preparation of copies.” There is 
no change in the color or size of the 
form. The only major change in contents, 
necessitated by the Revenue Act of 1938, 
relates to the capital gains schedule. 

There is no substantial change in Form 
1040-A, designed for net incomes of not 
more than $5,000, derived from salaries, 
wages, dividends, interest and annuities. 

The fiduciary and partnership forms, 
1041 and 1065, respectively, have under- 
gone extensive revisions. These forms, 
while printed on paper of the same color 
as in 1937, have been changed from large, 
single sheets, to four-page forms, 81/4 by 
11 inches, folded at the top and corre- 
sponding in size to the new individual 
income tax return Form 1040. The two 
major changes in contents involve the 
capital gains schedule, necessitated by the 
Revenue Act of 1938, and the schedule of 
distributive shares of the beneficiaries and 
partners. 





| Inquiries Concerning Institute Invited 
| The Controllers Institute of Amer- 
ica is a technical, and in a sense a 
professional organization composed 
of nearly 1,100 controllers of the 
| larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. A description 
of the duties of a controller, as de- 
fined by The Institute, will be sent on 
request. Address, The Controllers 
Institute of America, One East Forty- 
second Street, New York City. 
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Sample of Order to Office Employees 
Enforcing Provisions of Wage-Hour Law 


A copy of the form of memoran- 
dum, which in this case is a permanent 
order, sent by the Vick Chemical Com- 
pany to its office employees is pre- 
sented here. 

Mr. Edward G. Michaels, controller 
of the company, states that the ques- 
tion of basic terms and conditions of 
employment has been given careful 
consideration by the company. It has 
no problem with labor as it had al- 
ready put labor on a forty-hour per 
week basis, paying time and one half 
for overtime. 

The memorandum presented here 
went to all executives, administrative 
officers, and professional men, except 
that it had an added paragraph read- 
ing: “As your duties indicate that you 
are an executive or professional within 
the meaning of the Wages and Hours 
Law, you personally are considered 
exempt from the above provisions re- 
lating to overtime work. However, it 
is your duty and responsibility to see 
that all employees under your super- 
vision comply with this system.” 

In determining who are executive 
and professional men the company 
made a list of all the office employees 
and treated those as executives and 
professional men who came within all 
the requirements of the law and regu- 
lations. The legal department of the 
company thinks that acknowledgment 
by these persons of this permanent 
order of their classification as execu- 
tives or professional men, will be ef- 
fective. 

The memorandum sent by the com- 
pany to its office employees reads: 


“Due to recent legislation and possible 
misunderstandings which may arise in the 
minds of our employees, it is advisable at 
this time to set forth certain basic terms 
and conditions of employment. The 
following provisions (affecting wages 
and hours) form a part of the basic em- 
ployment agreement and a part of the 
consideration for continued employment 

. unless arrangements to the con- 
trary have been specified in writing: 


“I, Wages and Hours of Employment 

“The Federal Wages and Hours Law 
became effective October 24, 1938. Under 
this law the minimum wage which must 


be paid to an employee ‘engaged in com- 
merce or the production of goods for 
commerce’ (other than an executive, pro- 
fessional man or outside salesman) is 25¢ 
per hour, and the basic maximum work 
week is 44 hours, with provision for pay- 
ment of time and one half of regular 
wage rate for hours or fractions of hours 
in excess of this maximum. 

“It has been our policy to consider of- 
fice employees as ‘mind workers’ on a 
job rather than a per hour basis .... 
and as such each employee has been re- 
sponsible for clearing the day’s work and 
‘topping the job.’ This policy has caused 
no hardship as our organization is ample 
to function efficiently within reasonable 
working hours. For many years the 
hours of work, pay and various privileges 
extended to employees have exceeded the 
requirements of the new Wages and 
Hours Law. In fact, there is a margin of 
several hours between the weekly total 
of our office hours and the 44 hour maxi- 
mum now set by law. An average of 
44 hours per week is rarely exceeded. 

“We, therefore, believe it is unnecessary 
to make any change in our employment 
policy . . . Office workers are still on 
a job basis. However, it is necessary to 
establish a system for controlling work 
within a 44 hour maximum and provid- 
ing checks upon any work in excess of 
that maximum in order to protect the 
company against liability for technical 
violations of the Wages and Hours Law. 

“The following plan has been adopted 
for the New York, Greensboro, Phila- 
delphia and Wilmington offices: 


“1. Each employee will indicate the ex- 
act number of hours and fractions thereof 
worked each day by recording his attend- 
ance in the manner provided for each 
office. 

“2. No employee, other than duly ac- 
credited executives, professional men and 
outside salesmen, shall work on matters 
incident to their employment for an ag- 
gregate in excess of 44 hours in any week 
unless specific authority has been given 
by the executive in charge of the depart- 
ment with which such employee is con- 
nected. 

“3, In each and every instance where 
exceptional circumstances develop and 
overtime work is accordingly authorized 
and performed, the employee, at the end 
of the week in which such overtime is 
incurred, shall advise the company by 
interofice memorandum stating the num- 
ber of hours of overtime incurred, the 
reason therefor, and the name of the de- 
partment head authorizing same. New 
York employees should address this 





memorandum to the New York comp- 
troller. Wilmington employees should 
address the chief accountant at the Phil- 
adelphia office. This is mandatory. 

“4, The employee’s report of overtime 
will be checked against the company’s 
time records and if any discrepancy exists 
the employee will be promptly notified. 
In such event, it shall be the duty and 
responsibility of the employee, not later 
than two weeks after the end of the week 
in which such overtime was incurred, to 
substantiate his claims in order that the 
discrepancy may be adjusted. Otherwise 
it will be conclusively presumed that the 
company records are correct. 

“5. Whenever anyone, not exempt, 
works more than 44 hours in any one 
week, he will be compensated for every 
hour and fraction thereof in excess of 
44 hours at the rate of one and one half 
times the pro rata hourly rate of his regular 
salary. Each pay check will cover the 
regular wages for that pay period, plus 
overtime, if any, for the next preceding pay 
period. A statement to this effect will be 
printed on the back of each pay check above 
the space for endorsement.” 


THE 1937 “TAX LOOPHOLE” ACT: UN- 
FINISHED WORK, by Henry W. Sweeney, 
Ph.D., C.P.A., Professor of Accounting, 
Georgetown University, author of ‘‘Stabi- 
lized Accounting’ (reviewed in THE Con- 
TROLLER, July 1936), a 25-page article 
published in the Georgetown Law Journal, 
May 1938; reprinted in pamphlet form by 
the author, who is a member of The Con- 
trollers Institute of America. 

The word ‘loophole’ as here used con- 
notes any means whereby the liability of 
a taxpayer with regard to federal income 
taxes may apparently be Jegitimately re- 
duced or entirely eliminated in contraven- 
tion to the desires of the U. S. Treasury. 

Few taxpayers are tax evaders but almost 
all are potential tax avoiders. Tax avoid- 
ance may be classified as of two kinds, 
(1) those primarily of fact where the ques- 
tion is whether the taxpayer has actually 
done what he professes to have done and 
(2) those of law, which involve the inter- 
pretation or the constitutionality of a statute. 

Among these methods of tax avoidance 
are (1) tax-free interest and salaries, (2) 
transfer of citizenship and transfer of as- 
sets to foreign holding company, (3) ma- 
nipulating capital gains and losses, (4) 
spreading the income among related per- 
sons, postponing receipt of income, (5) 
pension trusts, (6) personal holding com- 
pany loopholes still open, (7) making de- 
ductible contributions from property having 
a value in excess of cost, (8) paying inter- 
est on bona fide loans from related per- 
sons, and (9) depletion allowances in ex- 
cess of original cost of property. These 
loopholes are likely to be the subject of 
continued attack from the Department. 

Reviewed by E. STEWART FREEMAN. 











Under the flying fingers of such capable op- 
erators as Miss Quinn of the Payroll 
Department, Comptometers weave Can- 
non’s figures into an orderly pattern. 
Miss Quinnoperates an Electric Model K. 


Miles of towels flow from the looms of Cannon Mills, Inc., producer of famed Cannon towels, sheets, 
and hosiery. Shown above are the twenty-seven new and colorful Cannon towel style ensem- 
bles. Cannon Mills produce more than half of the branded towels made in the United States. 


COMPTOMETERS weave figure-patterns for Cannon Mills 


Cannon's payroll—Jske Cannon’s production—is 
measured in Gargantuan figures. This efficient 
Comptometer payroll-computing department 
works on staggered two-week payrolls for 
18,000 employees. Here Comptometers are 
used for adding hours of work, for figuring 


extensions for gross amount, for making the 
deduction for net amount, and for bal- 
ancing the payroll. As a result of a recent 
department consolidation that effected in- 
creased efficiency and savings, Comptometers 
are now more valuable than ever to Cannon. 


IGURES loom large in any 

discussion of Cannon Mills, 
Inc., whose products find their 
way into almost every U. S. 
home. And business figures 
loom large in Cannon’s oper- 
ations: 18,000 employees, mil- 
lions of units produced in a 
day, purchases and sales on a 
gigantic scale. 

“To keep our figure work un- 
der control at all times,” says 
E. G. Bost, Treasurer, ‘‘we 
have become more and more de- 
pendent on Comptometers. We 
put our first Comptometers to 
work twenty years ago. Compt- 
ometers are producing efficient 
results in our Payroll, Auditing, 
Billing, Accounts Payable and 
other departments. They have 
effected valuable short-cuts and 
give us figures we can count on!” 

We'd like to show you how 
Comptometer methods can 
bring new order out of your 
business’ figure-facts. Call your 
local Comptometer office, or 
write to Felt & Tarrant Mfg. 
Co., 1734 N. Paulina Street, 
Chicago, IIl. 


COMPTOMETER 


Reg. U. S. Pat. Off. 
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Utilities Commissioners’ Report 
on Depreciation Principles 


Depreciation accounting and pro- 
cedure was one of the principal sub- 
jects discussed by the members of the 
National Association of Railroad and 
Utility Commissioners at their recent 
annual meeting in New Orleans. A 
report was presented by the Special 
Committee on Depreciation. 

Chairman A. R. Colbert of the com- 
mittee—he is of the Wisconsin Public 
Service Commission—prepared a mem- 
orandum concerning the report, in 
which he says: 


“The report entitled ‘Depreciation 
Principles and Methods,’ prepared by 
the Special Committee on Deprecia- 
tion, of the National Association of 
Railroad and Utilities Commissioners, 
stresses the need for consistent treat- 
ment of depreciation, both for annual 
expense and accrued depreciation pur- 
poses. The volume contains a sum- 
mary of 10 principal points which may 
be considered as a depreciation pro- 


gram recommended for regulatory com- 
missions. This 10-point program, 
briefly, is as follows: 


“1. The same factors that cause an- 
nual depreciation also cause de- 
preciation to be deducted from 
property in determining a rate 
base. 

‘2. Commissions should use consist- 
ent methods in determining de- 
preciation expense and deprecia- 
tion for rate base purposes and 
stress the necessity for such con- 
sistency in their decisions. 

3, Utilities should record the depre- 
ciation accruing in their property 
and commissions should insist 
that such procedure be followed 
under a sound method of ac- 
counting ‘for depreciation. 

“4, The straight-line method is rec- 
ommended for use generally for 
accounting and regulatory pur- 
poses. 


“5. The practice sometimes advo- 


cated of including straight-line 
depreciation expense as a cost of 
operation and deducting only so- 
called observed depreciation in 
determining a rate base is incor- 
rect in principle and unjust in re- 
sult and should not be permitted. 


. The reserve requirement should 


be deducted from utility plant in 
determining a rate base. 


“7. The reserve for depreciation 


should be shown on the asset side 
of the balance sheet as a deduc- 
tion from depreciable plant. 


. Separate rates of depreciation 


and separate depreciation re- 
serves should be used for each 
class of depreciable property. 


. In cases where the sinking-fund 


method of depreciation account- 
ing is used, the so-called interest 
on the reserve balance should be 
included with the annuity pro- 
vision in depreciation expense. 


. If the sinking-fund method is 


used in connection with an un- 
depreciated rate base, the sinking- 
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fund interest rate should be the 
same as the allowed rate of re- 
turn. 


“In addition to the discussion of 
depreciation principles summarized in 
the 10-point program, above, the re- 
port contains a comprehensive analy- 
sis of the results of accounting for 
depreciation under both the straight- 
line and the sinking-fund methods. 
In these analyses it is demonstrated 
that over the entire life of property 
the straight-line method, when used 
both for annual depreciation and total 
depreciation _ purposes, requires a 
smaller amount for depreciation and 
return than does the sinking-fund 
method. 

“The report also contains an expla- 
nation of methods of estimating depre- 
ciation rates, including the forecast 
method, the turnover method, and the 
actuarial method. A comprehensive ex- 
plagation of the turnover method is 
given, together with service life and 
age adjustment ‘Gur¥@s for use with 
various types of life tables. The tech- 
nician will be interested also in the 
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explanation of a method for smooth- 
ing and extending incomplete mor- 
tality data without the use of such rigid 
forms as the Gompertz-Makeham or 
the Pearsonian equations, which have 
been frequently employed. 
“Although containing considerable 
discussion of the various methods of 
estimating depreciation, the report 
stresses the need for consistent appli- 
cation of depreciation methods and 
concludes that “If commissions intel- 
ligently and honestly advocate and 
insist upon a consistent handling of 
depreciation in rate cases and present 
their cases fairly and thoroughly to 
the courts whenever this practice is 
challenged, it is believed that the 
courts will see the logic of consistent 
methods, and there will no longer be 
any encouragement for utilities to 
promulgate any of the illogical meth- 
ods which courts have sometimes been 
persuaded to approve in the past.” 


The report on depreciation is published 
by The State Law Reporting Company, 30 
Vesey Street, New York, New York, at 
$1.50 a copy. 





Executive Accountant—Controller 


An executive accountant and con- | 
troller is immediately available for a | 
connection with an outstanding busi- | 
ness Organization. For more than | 
twenty years with one company, he has | 
the initiative and ability to plan, di- 
rect, and execute major responsibilities. 
He is experienced in management, in- 
vestigations, surveys, accounting, in- 
stallation of systems, finance, taxes, 
costs, installment sales, credits, budg- 
ets, statistics, stock and bond issues, 
consolidations, and reorganization. He 
is accustomed to contact with bankers, 
executives, engineers, employees, law- 
yers, accountants, committees, and 
stock holders. He is 44 years old and 
is a capable controller, treasurer, sec- | 
retary, and administrator. Address No. | 
| 286, “The Controller.” 














Organizing Two New Controls 


Meetings of controllers of the larger 
companies in the Kansas City and Indi- 
anapolis territories were conducted on 
November 30 and December 1, respec- 


- tively. Several applications were made for 


membership in The Controllers Institute 
of America, and present members signed 
petitions to the Board of Directors of 


The Institute for charters for Controls. 


THE KNOX PLAN FOR PRINTING CONTROL 


“We've Already Standardized 


our forms with our own personnel.” 


Many Companies have done that . . . and even without a pre-tested plan, without 
scientific standards, and without trained personnel they have accomplished results 
which have seemed very worth-while. 

But to several such Companies the Knox Plan has shown additional savings 
of as much as 35% in the cost of those same forms, plus clerical savings as high 


as 20%! 
if 


Few executives today are satisfied with half results when they know the 
whole story. The Knox Plan makes it possible for your own personnel to standard- 
ize your forms and keep them standardized with complete—not partial—results. 


More complete information gladly supplied without obligation. 


FRANK M. KNOX COMPANY 


PRINTING CONTROL 


A. BUILDING 


30 ROCKEFELLER PLAZA 


AND STANDARDIZATION 


NEW YORK CITY 
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SIMPLE FORM OF PROXY 
STATEMENT 


Here is the form of a proxy state- 
ment sent to its stockholders by the 
Wesson Oil & Snowdrift Company, 
Inc., of New Orleans, Louisiana, under 
date of November 1, 1938. It is pub- 
lished as an example of brevity and 
conciseness: 


Proxy Statement 


THIs Is THE INFORMATION REQUIRED 
UNDER THE RULING OF THE SECURITIES 
AND EXCHANGE COMMISSION 

1. The date of the stockholders’ meet- 
ing is November 21, 1938. 

2. Your proxy may be revoked at any 
time before the meeting by giving written 
notice to the Secretary of the Company. 

3. The only expenses for soliciting 
proxies for this meeting will be postage 
and possibly a few telegrams and tele- 
phone calls, all to be paid for by the 
Company. 

4, This solicitation is made by and on 
behalf of the management of the Com- 


pany. 
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5. The proxy will be used for the elec- 
tion of ten persons as directors of the 
Company, to serve for the ensuing year 
or until their successors are elected and 
have qualified. 

6. The three highest paid officers (who 
were also directors and are intended to 
be re-elected as directors) during the 
fiscal year ended August 31, 1938, were 
A. D. Geoghegan, A. Q. Peterson and 
L. C. Haskell, whose total remuneration 
of Directors fees, salary and share of 
profit under Company’s profit sharing 
plan for employees was respectively $66,- 
900.00, $32,600.00 and $19,887.50. 

7. No person intended to be elected 
as director, or any of his associates, had 
or has substantial interest, direct or in- 
direct, in any property acquired within 
two years, or proposed to be acquired by 
the Company, or any of its subsidiaries. 

8. As of October 2, 1938, the ten per- 
sons intended to be elected as directors 
owned of record or beneficially stock of 
the Company as follows: 

NUMBER OF SHARES 
Preferred Common 


A. D. Geoghegan 1,630 —18,310 
A. Q. Petersen 430 10,628 


NAME 





L. C. Haskell 108 502 
F. L. Palmer 1,000 3,000 
A. B. Freeman 691-”/;00 49-"*/:00 
R. S. Hecht — 4,600 
Oliver G. Lucas — 150 
Keehn W. Berry _ 100 
W. P. Stewart 8 1,236 
Buford Scott — 2,600 


9. Messrs. A. B. Freeman, A. D. Geo- 
ghegan, R. S. Hecht, A. G. Petersen and 
W. P. Stewart have been directors of the 
Company since its organization and were 
selected by the group of stockholders re- 
sponsible for the formation of the Com- 
pany. 

10. Messrs. L. C. Haskell, Oliver G. 
Lucas, and Buford Scott have all been 
directors for several years. Mr. F. L. 
Palmer, who was elected a director last 
year, has been Secretary of the Company 
since its Organization. The designation 
of these individuals and of Mr. Keehn W. 
Berry as candidates for the office of director 
originated with the Board of Directors 
of the Company. 


Wesson Oil & Snowdrift Co., Inc. 
New Orleans, La. 
November 1, 1938. 
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Manufacturers of Safety 
Paper since 1871 


Controllers who specify La Monte Safety 
Papers for their corporation’s checks are in- 
variably pleased with the results. La Monte 
will be glad to work with your printer or 
lithographer in creating checks which ac- 
curately reflect prestige and character. 


There is a La Monte paper for every pur- 
pose and in every price field. Write for 
samples of specially designed Corporation 
and Bank Checks on La Monte Safety 


GEORGE LA MONTE & SON 


Nutley .... New Jersey 
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HINK! Your business moves 
on written forms. Recopying 
and retyping clog operations and 
create mistakes. Therefore origi- 
nal forms swiftly duplicated by 
Ditto replace slow rewriting, and 
make mistakes impossible. 
Take payroll, for instance. 
With Ditto, and without altering 
your current system, the payroll 
clerk’s original record produces 
ALL forms—cash envelopes or 
checks, receipts, statements, 
government reports and so on— 




















without rewriting, rechecking, 
ledger posting or card punching. 
If you wish, your Ditto Payroll 
Method also provides the 
record from which cost data 
and government reports are 
compiled. 

As tens of thousands of users 
know, the new trend in account- 
ing and operation is to let swift, 
error-proof Ditto copies substi- 
tute for posting and rewriting, 
releasing everybody for more con- 
structive work. Investigate Ditto! 


Because Ditto leads, Ditto offers both liquid and gelatin type duplicators 


BARGAINS IN RESULTS! Chemically, Ditto papers coordinate perfectly with 
Ditto rolls and films. Match the two for top results, greatest economy! 


Our Special book, ''The Ditto Payroll 
System,”’ has shown hundreds of 
business men how to speed and sim- 
blify payroll routines. Yours for the 
asking. 


2200 W. Harrison St., Chicago, Ill. 
Without obligating me, please send booklets 
checked: 
) “Copies—Their Place in Business” 
) “Ditto Payroll Record System” 
) Arrange a DITTO demonstration for me. 





REVIEWS of Recent Business Publications 


MODERN COMPETITION AND BUSI- 
NESS POLICY, by H. S. Dennison (corpo- 
ration president) and J. K. Galbraith (econ- 
omist). Oxford University Press, New York, 
N. Y. 1938, 120 pages. $1.25. 

“For many generations business men, 
politicians, and economists have looked 
upon the economic system much as a 
physician looks upon a normally consti- 
tuted man. Such a man is expected to be 
sick occasionally, in fact a _ certain 
amount of sickness is considered almost 
inevitable. But ill health is not supposed 
to be his normal condition. In much the 
same way it has been supposed that, while 
there might be in the economy occasional 
periods of depression or of ill health, the 
normal condition was one of well-being 
or prosperity. 

“The analogy may be extended to the 
matter of treatment. When a man is sick 
there is a general disposition among phy- 
sicians to do something about it; and dur- 
ing periods of economic ill health we have 
always had a considerable group which 
was ready to endorse positive action to 
end the malady. In good times little or 
no treatment was deemed necessary. Just 
as the physician, before the days of pre- 
ventive medicine, assumed that he could 
not improve on good health, so the busi- 
ness man and the economist assumed that 
they could not improve on prosperity. 
In fact it was frequently supposed that 
if they did try to improve on it, they had 
an excellent chance of losing it—of kill- 
ing the goose that was currently produc- 
ing all of the golden eggs.” 

“On any rational view Depression is 
at least as ‘normal’ a condition in modern 
civilization as Prosperity. Industry has 
not yet learned to organize itself for 
economic stability and plenty. The rugged 
individualist may assert that a completely 
competitive economic system is self-reg- 
ulative, but it has lately become all too 
evident that there is no such thing as 
‘pure competition’ and that, therefore, 
the competition of the modern industiral 
world is not self-regulating.” 

The authors conclude that, as we do 
not want thorough going socialization, 
we are left with the choice of but two 
basic industrial designs. 

“On the one hand we may hope for a 
business organization which is self-reg- 
ulating in a more or less automatic way. 
It happens that the only mechanism for 
automatic self-regulation of which we 
know is that of the competition of very 
large numbers of producers; that is to 
say, the sort of business structure which 
the nineteenth century business man and 
economist assumed (and still assume) to 
exist. To institute this form of competi- 
tion we should have to face the question 


of breaking up industrial units to an ex- 
tent hitherto imagined by few.” This 
would involve not the mere finding and 
dissolving of monopolies and price lead- 
erships. It would mean breaking up in- 
dustry into units too small to make efh- 
cient use of modern methods of large- 
scale production. 

“The alternative is to accept American 
business as it now is and to attempt to 
design a set of business mechanisms 
which will do some of the work of the 
automatically self-regulating features 
which have been lost,’’—or, in the case of 
most modern industry, never existed. For 
this all that can be proposed is a piece- 
meal attack upon not one but several 
fronts which may point the way to further 
progress. Among these are suggested (1) 
the exploration of the art or technique 
of government regulation as a substitute 
for anti-trust prosecution and discrimina- 
tion on the basis of size; (2) federal in- 
corporation for inter-state business and 
the improvement of certain corporation 
practices; and (3) greater publicity for 
business facts and figures. 

Reviewed by E. STEWART FREEMAN. 


PROPERTY INSURANCE, Third Edition, 
by S. S. Huebner, Ph.D., Sc.D., Professor 
of Insurance and Commerce at Wharton 
School of Finance and Commerce, Univer- 
sity of Pennsylvania, and President of the 
American College of Life Underwriters; 
revised and enlarged in collaboration with 
G. L. Amrhein, Ph.D. and C. A. Kline, 
Ph.D. D. Appleton-Century Company, 
New York, New York. 720 pages. $3. 
This book is an authoritative, well organ- 
ized and up-to-date presentation of the facts, 
principles and practices in respect to the 
various forms of property insurance. It is 
divided into three parts: I, Fire Insurance 
(402 pages); II, Ocean and Inland Marine 
Insurance (123 pages); and III, Other In- 
surance (125 pages). It contains also a 
12-page insurance bibliography. Although 
intended primarily as a textbook for stu- 
dents of insurance, it is a good volume for 
a controller to read and keep for reference. 
Fire and marine insurance is transacted 
by five principal types of underwriters: 
(1) stock companies owned by stockhold- 
ers and operated for profit, which are by 
far the largest insurers; (2) mutual com- 
panies, which may be subdivided into local 
assessment mutuals, deposit premium or 
factory mutuals, ordinary premium mutuals, 
non-assessable mutuals, and shipowners’ 
mutuals or ‘clubs’; (3) reciprocals or 
interinsurance associations in which each 
member is insured by all the others, and 
in turn insures them to a stipulated ex- 
tent; (4) Lloyd’s organizations, principally 
Lloyd’s of London, which is the largest as- 
sociation of individual underwriters in the 


world; and (5) self insurance, which to 
be sound must comply with the following 
conditions: (a) the number of units must 
be large enough to permit the law of aver- 
ages to operate; (b) the risk in each case 
should be relatively small and uniform and 
sufficiently separated one from another to 
avoid damage from a common cause; (c) 
an adequate liquid insurance fund should 
be maintained; and (d) the growth of the 
fund and the risks assumed should be the 
gradual result of many years of experience. 
All of these types of underwriters, also 
agents, brokers, and underwriters associa- 
tions, are discussed at length. Also, rate 
making, reserves, fire prevention and state 
regulation of insurance are explained. 

A fire insurance policy is a personal con- 
tract because the human element is a vital 
part of every risk. It must be with per- 
sons owning or having an insurable inter- 
est in the property covered, but it does not 
follow the property in a transfer of owner- 
ship except after a new agreement. It is 
not a wager but a contract of indemnity. 
No matter what value is stated in the policy 
the amount which can be recovered is usu- 
ally limited to the actual value destroyed 
by the fire. The loss must be the direct re- 
sult of a hostile fire and not merely a re- 
mote consequence. Damage caused by a 
friendly fire contained in its proper recep- 
tacle is not covered. A fire is an oxidation 
of a degree sufficient to produce a visible 
flame or glow. 

The policy is a conditional promise to 
pay. The main condition, i.e., that the 
event insured against occur, is the most 
important, but other conditions such as the 
payment of the premium, representations 
or warranties in the description of the 
character and location of the risk, the per- 
formance or non-performance of certain acts 
by the insured or others, and the presenta- 
tion of proof of loss, are also essential. 
Likewise the existence of other insurance— 
prior, concurrent or subsequent—and the 
ratio of the policy coverage to the actual 
value of the risk (co-insurance) may affect 
the amount which can be recovered. Also 
ordinarily the insurance company is not 
liable for loss caused by neglect of the 
insured to use all reasonable means to 
save and preserve the property at and after 
a fire or when the property is endangered 
by fire in neighboring premises. 

Business interruption insurance covers 
loss of income through deprivation of the 
use of the property on account of fire or 
other insured hazard. Its principal forms 
are use and occupancy insurance against 
loss of factory production, rent insurance 
for the lessor, and leasehold insurance to 
protect lessees against cancellation of a fa- 
vorable lease by fire, and the like. Use 
and occupancy insurance may be written 
on a per day, per week, or per year basis 
with or without coinsurance. Use and 
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occupancy insurance does not cover the 
profit on goods produced before the fire, 
and fire insurance covers only the replace- 
ment cost and not the profit for the goods. 
Hence an additional form of insurance, 
called profits and commission insurance, is 
written to cover profit on goods destroyed. 

Marine insurance was originally written 
to cover the adventures and perils of a 
voyage, i.e., the risks “of the seas” (winds, 
waves, lightning, rocks, shoals, collision, 
and the like), and on the seas, i.e., ‘““men- 
of-war, fires, enemies, ‘pirates, rovers, 
thieves, jettisons, letters of mart and coun- 
termart, reprisals, takings at sea, arrests, 
restraint and detainments of all kings, 
princes, of people, of. what nation, condi- 
tion or quality soever, barratry of the mas- 
ter and mariners and all other perils, losses, 
and misfortunes that have or shall come to 
the hurt, detriment or damage of the said 
goods and merchandise or any part there- 
of.” Later “inland marine’ lines were 
added and the latter have since been broad- 
ened so that “marine” policies are now 
written to cover all transportation risks 
whether by water, land, or air and also 
some risks of temporary custodianship 
(warehousing, repairing, and the like) 
which are only indirectly related to trans- 
portation. 

Marine policies cover 4 types of risk: 
(1) damage to the carrier’s equipment 
(e.g., ship, airplane), (2) the liability of 
the carrier for damage to others (e.g., col- 
lision), (3) damage to the goods being 
transported, and (4) loss of income from 
inability to use a vessel. While policies 
can be written to cover a single ship- 
ment it is more customary to use open 
policies which automatically protect all 
goods in transit, while premiums are com- 
puted on the basis of shipments reported. 
One of the principal features of ocean ship- 
ments is the community of interest existing 
between the owners of ship and cargo. 
Hence losses of any part of the ship or 
cargo intentionally incurred for the com- 
mon safety are chargeable ratably against 
the interests benefited according to what 
is called “general average.’ While this prin- 
ciple exists independent of insurance, it is 
one of the risks which marine insurance 
covers. 

Automobile insurance is of two types 
written by the casualty companies to protect 
the owner for liability to (1) the bodies 
and (2) the property of others, and three 
types written by the fire and fire-marine 
companies to cover losses to his own car, 
(3) collision damage, (4) fire and trans- 
portation hazards and (5) theft. 

Surety bonds written by bonding com- 
panies fall into two main groups: (A) 
fidelity bonds and (B) other surety bonds. 
The more important of the former are (1) 


bankers’ bonds, (2) insurance company 
bonds, (3) stock and grain brokers’, (4) 
building and loan association, (5) fraternal 
and benevolent association, (6) public 
service corporation, and (7) various busi- 
ness types. They may be individual, posi- 
tion, name schedule or position schedule. 
Other surety bonds include (1) public offi- 
cial bonds, court or judicial bonds, (2) 
fiduciary bonds, and (3) miscellaneous 
bonds of a considerable variety. Title in- 
surance promises to pay only losses result- 
ing from errors made in the examination 
of real estate titles from the records or 
from defects not discovered because they 
were not recorded. 

Credit insurance covers losses from bad 
accounts which are within specified credit 
limits for each type of debtor and in ex- 
cess of the computed normal for the in- 
sured creditor. It gives the insured (1) 
substantial collateral on his accounts re- 
ceivable, (2) ability to borrow more on 
them from his bank, (3) a conservative 
guide to its credit department, and (4) an 
efficient collection and salvaging service. 

Power plant insurance of various kinds 
covers direct damage, consequential loss, or 
use and occupancy in respect to steam boil- 
ers, fly wheels, engine breakage, and elec- 
trical equipment breakdown. Other types 
of insurance discussed include sprinkler 
leakage, windstorm, hail, rain, earthquake, 
explosion, damage by airplanes or automo- 
biles, riot and civil commotion, burglary, 
robbery, theft, and larcency, plate glass, and 
livestock insurance. 

Reviewed by E. STEWART FREEMAN. 


MUNICIPAL FINANCE LEGISLATION 
1937, A DIGEST, by Irving Tenner of the 
Municipal Finance Officers’ Association of 
the United States and Canada; published 
by Public Administration Service, Chicago. 
64 pages. $1. 

This digest, like its 1935 predecessor, 
presents a bird’s-eye view of the efforts 
of state legislatures to deal with one of 
the most perplexing problems—the im- 
provement of the financial condition of 
local governments and of the machinery for 
the administration of municipal fiscal af- 
fairs. Also it explains the unifying influ- 
ence in fiscal legislation of the federal 
grants-in-aid to municipalities. This is not 
a pamphlet to be recommended to the aver- 
age controller but it should be of consider- 
able value to those who are interested in 
local fiscal problems. 

Reviewed by E. STEWART FREEMAN. 


Dates for the Eighth Annual Meeting of 
The Controllers Institute of America have 
been fixed. They are October 9 and 10, 
1939. The place—Waldorf-Astoria Hotel, 
New York City. 
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INSTITUTE ACTIVITIES-COMM UNICATIONS 


ACTIVITIES 


Recommendations to Treasury 
Department 

The report of The Committee on Coop- 
eration with the Treasury Department, 
which is published in this number of THE 
CONTROLLER, was approved by the Board 
of Directors at a meeting held November 
28, and on December 1 Mr. F. G. Ham- 
rick, of American Smelting and Refining 
Company, chairman of the committee, pre- 
sented it to Undersecretary of the Treasury 
John W. Hanes, at Washington. Mr. Ham- 
tick was assured the report will be care- 
fully considered by the Treasury and its 
advisers. Preparation of the report involved 
many weeks of careful study and assem- 
bling of information and opinions. 


Program of Committee on Education 
The Committee on Education, under the 
. chairmanship of John H. MacDonald, is 
catrying on a vigorous program, which in- 
cludes publication of a series of articles 
on training for controllership, representa- 
tion at meetings of two national organiza- 
tions of educators in this field—American 
Accounting Association, and the American 
Association of Collegiate Schools of Busi- 
ness—and compilation and publication of 
case material such as will be helpful to 
educators in preparing courses of instruc- 
tion in subjects related to controllership. 
The committee also is obtaining informa- 
tion concerning practices of companies 
with respect to employment of college grad- 
uates in controllers’ departments. 


Wage-Hour Procedures 

The Board of Directors invites members 
to send information to the national office 
concerning procedures they have instituted 
in their companies to insure compliance 
with the provisions of the Fair Labor 
Standards Act—instructions issued, and 
other details. A set of instructions issued 
by the Vick Chemical Company to its office 
employees is presented in this number of 
THE CONTROLLER. 


Members Welcome Pamphlet 
Interpreting Wage-Hour Act 
Late in November each member of The 
Institute received a copy of a pamphlet 
entitled, “Interpretations of Fair Labor 
Standards Act,” a report of a meeting held 
in New York City, which was addressed 
by Mr. Frank Rising, labor and manage- 
ment editor of Business Week. The book- 
let has proved exceptionally useful to con- 
trollers, according to comment received by 
the national office. 


Annual Meeting, October 9, 10, 1939 

The Eighth Annual Meeting of The Con- 
trollers Institute of America will be held 
October 9 and 10, 1939, at the Waldorf- 
Astoria Hotel, New York City. This will 
give members an opportunity to visit the 
New York World’s Fair, 1939. Dates and 
places for various regional conferences of 
controllers, to be held next spring, will be 
announced soon. 


NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held November 28, 1938, the applicants 
named below were elected to active mem- 
bership in The Institute: 


A. C. ANDERSON 
General Motors Corporation, Detroit. 


Ray W. DARNELL 
W. C. Ritchie and Company, Chicago. 

CLoyp O. DAwson 
Owens-Illinois Pacific Coast Company, 
San Francisco. 

ELMER C, GRIFFITH 
Mexican Northern Railway Company, 
New York City. 

Ray R. HosKINs 
National Rubber Machinery Company, 
Akron, Ohio. 

EvERETT A. KERMOTT 
Socony-Vacuum Oil Company, Inc, 
White Eagle Division, Kansas City, Mis- 
souri. 

NorMAN E. LAMOND 
Shattuck Denn Mining Corporation, New 
York City. 

GEORGE H. LONGHURST 
Nathan Manufacturing Company, New 
York City. 

ROBERT R. McCREIGHT 
The Midland Flour Milling Company, 
Kansas City, Missouri. 

ALEXANDER MACGILLIVRAY 
RCA Manufacturing Company, Inc., 
Camden, New Jersey. 

LAWRENCE C. MILLER 
Barium Stainless Steel Corporation, Can- 
ton, Ohio. 

WILson K. MINOR 
California Consolidated Water Company, 
Los Angeles. 

G. D. Moore 
Hillman’s, Inc., Chicago. 

Oscar D. NELSON 
Butler Manufacturing Company, Kansas 
City, Missouri. 

O. JuDSON Norris 
Ross Gear & Tool Company, Lafayette, 
Indiana. 

HERMAN A. PAPENFOTH 
The Trumbull Electric Manufacturing 
Company, Plainville, Connecticut. 

GEORGE C. RAYNER 
General Chemical Company, New York 
City. 

E. QuimBy SMITH 
Bundy Tubing Company, Detroit. 

B. EARLE VOSTEEN 
Niagara Sprayer and Chemical Company, 
Inc., Middleport, New York. 

WILLIAM W. WALTERS 
W. B. Saunders Company, Philadelphia. 


Control Changes Name 
Authorization has been given the Bridge- 
port Control to change its name to “Con- 
necticut Control.” 


MEETINGS OF CONTROLS 


Chicago: 
Topic: “Penny-Wise Industrial Re- 
lations” 

The speaker for the November meeting 
of the Chicago Control was Mr. Gordon 
Hostetter, director of the Employers Asso- 
ciation of Chicago for the past seventeen 
years. He gave a timely and helpful ex- 
planation of the innumerable social ad- 
justments which at present are resulting in 
extremely difficult problems for the con- 
troller. Mr. E. W. Burbott, chairman of 
the Technical Committee, announced as a 
subject for discussion the “Fair Labor 
Standards Act of 1938." The meeting was 
held at Harvey's Restaurant on Novem- 
ber 22. 


Cincinnati: 
Topic: “The Professional Aspects of 
the Controller’s Duties” 

The third regular meeting of the season 
of the Cincinnati Control was held Novem- 
ber 9 at the Hotel Alms. Mr. G. Bain 
Waters, of the Richardson Company, and 
vice-president of the Control, presided, and 
Mr. H. G. Helfrey, of the Drackett Com- 
pany, acted as secretary. The speaker of 
the evening was Mr. Berl G. Graham, of 
the accounting firm of Gano and Cherring- 
ton, who addressed the members on ‘‘The 
Professional Aspects of the Controller’s 
Duties.” It was the opinion of the entire 
Control that Mr. Graham presented his 
subject matter in a most interesting man- 
ner. A lengthy discussion period followed 
which was especially beneficial to all pres- 
ent at the meeting. 


Cleveland: 
Topic: “Forms, Standardization and 
Control” 


The November meeting of the Cleveland 
Control was held at the Hotel Cleveland on 
November 15. The speaker of the evening 
was Mr. Frank M. Knox, president of the 
Frank M. Knox Company of New York. 
His subject was “Forms, Standardization 
and Control,” and he explained how the 
proper design of forms controls routine 
clerical work of all kinds and minimizes 
printing costs. 


Cleveland: 
Topic: “The Wage and Hour Bill” 
A special meeting of the Cleveland 
Control was held on Tuesday, November 
29 at the Hotel Cleveland for discussion 
of the Wage and Hour Bill. Mr. C. B. 
Bartlett of Odom Associates led the dis- 
cussion. 


Detroit: 
Topic: ‘Current Problems” 

The Detroit Control held a closed meet- 
ing for members only at the Detroit Leland 
Hotel on November 9. There was a round- 
table discussion of “Current Problems” 
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submitted by the members on matters in 
which they were vitally interested. This 
was a departure from the usual program 
and it proved to be distinctly successful. 


Los Angeles: 
Topic: “Wage and Hour Law and 
Federal Income Taxes” 

An open discussion of the New Wage 
and Hour Law and Federal income taxes 
constituted the program of the regular 
monthly meeting of the Los Angeles Con- 
trol which was held at the Clark Hotel on 
November 17. 


Milwaukee: 
Topic: “Fair Labor Standards Act of 
1938 and Income Taxes” 

The November meeting of the Milwaukee 
Control took the form of a round-table 
discussion of the “Fair Labor Standards 
Act of 1938 and Income Taxes.” The meet- 
ing was held at the University Club on 
November 7. The speakers were Messrs. 
Malcolm Whyte and George Spohn of the 
law firm of Lecher, Whyte and Spohn. An 
excellent opportunity was given the mem- 
bers to check practical problems. 


year to devote one of the meetings to a 
discussion of business trends which have 
an important bearing upon future policies. 
At the monthly meeting of the Control held 
at the University Club, Boston, on Novem- 
ber 15, Mr. Elliot S. Boardman spoke on 
“Factors in the Business Outlook.” He is 
manager of the industrial statistics division 
of the Federal Reserve Bank of Boston 
and is a member of the teaching staff at 
Northeastern University. He is in intimate 
touch with trade statistics not only in New 
England but also in all the Federal Reserve 
districts and uses this material in pre- 
paring the “Monthly Review,’ the statis- 
tical bulletin of the local district. This 
meeting was of great value to members 
and guests in their planning of the work 
for 1939. The address at the meeting of 
October 25 of Mr. E. Stewart Freeman, 
budget director of the Dennison Manu- 
facturing Company, appears in this issue 
of THE CONTROLLER. 


New York City: 
Topics: ‘““Wage-Hour Law” 
“Summary of Recent Federal 
Tax Rulings and Their 








Effect on 1938 Returns” 
“Business Conditions” 

The New York City Control has an- 
nounced its monthly meeting to be held 
on December 8 at the Park Central 

(Please turn to page 382) 


New England: 
Topic: ‘Factors 
Outlook” 
It has been the regular practice of the 
New England Control at this season of the 
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Before me, a Notary Public in and for the State and county aforesaid, personally appeared 
Arthur R. Tucker, who, having been duly sworn according to law, deposes and says that he is 
the Editor of The Controller and that the following is, to the best of his knowledge and belief, 
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the aforesaid publication for the date shown in the above caption, required by the Act of August 
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Wage-Hour Law Problems 


What the Controllers asked about 
them—and the answers an 
authority gave them 

Mr. Frank Rising, labor and man- 
agement editor of Business Week, ad- 
dressed a meeting on November 4 of 
controllers in New York City, on “The 
Wage-Hour Law.” 

Mr. Rising is probably as well in- 
formed concerning the fine points of 
that law, and with respect to the rul- 
ings that have been issued, as anyone 
outside of the Wage-Hour Adminis- 
tration. He has frequent conferences 
with Mr. Elmer F. Andrews and his 
attorneys and economists, and keeps in 
close touch with current developments ; 
also with the trend of thought within 
the administration. 

Members of the audience of con- 
trollers had been asked to present ques- 
tions in advance, and they responded 
voluminously. Mr. Rising went through 
the entire list of questions and gave 
direct answers. Other questions were 
asked from the floor. A record was 
made of the entire proceedings. This 
record was published promptly and 
made available to members of The 
Controllers Institute of America. 

The booklet, 24 pages, may be had 
by non-members of The Institute at a 
cost of 75 cents apiece. Controllers and 
other corporate executives who wish 
to obtain copies are invited to notify 
The Institute promptly, stating the 
number of copies they wish. They 
will be sent promptly, as long as the 
supply lasts. A letter will suffice. 
Enclose 75 cents (Check, coins, or stamps) 
The Booklet Will Answer Most of 

Your Problems 


Budget Problems 


Read what 
Controllers recommend 


Controllers of manufacturing com- 
panies who are preparing budgets at 
this time could profit by reading the 
booklet, ‘“‘Budget Methods and Pro- 
cedures of Manufacturing Companies,” 
which is a report of the proceedings 
of a conference held last spring by The 
Controllers Institute of America. About 
one hundred and sixty controllers took 
part in that conference, and during 
the three hours of debate the budget 
practices of thirteen large companies 
were discussed. 

About 200 copies remain which are 
available at one dollar apiece. This 
booklet has been pronounced the latest 
word in budget literature. It is prac- 
tical in its presentation of the subject. 
You may obtain a copy; if you act 
promptly. 

Simply Write 

Controllers Institute of America 
1 East 42d St. New York City 


Enclose $1.00 (Check, currency, or stamps) 
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Meetings of Controls 
(Continued from page 381) 
Hotel. The program will consist of din- 
ner and group conferences. After dinner 
the meeting will break up into three 
groups for conferences, using separate 
rooms. The three groups are organized 

as follows: 

Group One—"Wage-Hour Law”’; chair- 
man, Vincent C. Ross, Prentiss-Hall, Inc. 
Discussion Leader, Cyrus B. King, Pren- 
tiss-Hall, Inc. 

Group Two—'‘Summary of Recent Fed- 
eral Rulings and Their Effect on 1938 
Returns”; chairman, William J. Mackay, 
Mutual Chemical Company of America. 
Discussion Leader, Walter A. Cooper, 
CPA. 

Group Three—‘‘Business Conditions” ; 
chairman, E. H. Brandon, Irving Trust 
Company. Discussion. Leader, D. Murray 
Shields. Irving Trust Company. 


These conferences will be open to 
members and their guests. 


Philadelphia: 
Topic: “Open Forum Discussions on 
Timely Subjects” 

In response to a request for an open 
forum meeting, the Program Committee of 
the Philadelphia Control selected a list of 
topics for discussion at the monthly meet- 
ing held at the Penn Athletic Club on No- 
vember 3. The topics chosen from answers 
to the committee’s questionnaire were: 

. Fair Labor Standards Act of 1938. 

. Taxation of Industry in Pennsylvania. 

. Distribution Costs. 

. Salesmen’s Compensation and_ Ex- 
penses. 

5. Controller's Reports to Executives. 

6. Relations with Stockholders. 


In order to assure adequate development 
of each of these themes, one member had 
been assigned to each subject and a limited 
time was allotted for discussion. A large 
attendance of members and guests helped 
to make a most lively and interesting meet- 


ing. 
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Pittsburgh: 
Topic: “Fair Labor Standards Act 
of 1938” 


The monthly meeting of the Pittsburgh 
Control was held on November 28 at the 
William Penn Hotel. Mr. M. M. Ander- 
son, personnel manager of the Aluminum 
Company of America, introduced for dis- 
cussion the subject of the “Fair Labor 
Standards Act of 1938.” Consideration 
was also given to the question of whether 
or not The Controllers Institute should 
adopt as one of its major objectives a 
plan of action to secure amendment to the 
federal revenue act permitting or requir- 
ing consolidated returns for federal in- 
come and excess profits tax purposes. 


Rochester : 
Topic: “The Control of Costs of Sales 
Efforts” 
A general discussion of “The Control 
of Costs of Sales Efforts” took place at 


the monthly meeting of the Rochester 
Control which was held at the Rochester 
Club on November 30. Many phases of 
the subject were considered including con- 
trol of salesmen’s expenses, compensation, 
incentives, territorial evaluation and the 
like. In addition members expressed their 
viewpoints on new angles of the Wage 
and Hour Law and on other current prob- 
lems. j 


St. Louis: 
Topic: “Tabulating Equipment Meth- 
ods” 

On November 22 members of the St. 
Louis Control, on invitation by the Century 
Electric Company, observed at the Com- 
pany’s office at 4:30 P.M. a demonstration 
of the various uses of tabulating equip- 
ment. The chief accountant of the Com- 
pany, Mr. H. W. Luenstroth, explained the 
company’s tabulating methods of handling 
accounts receivable, financial control of raw 
materials and finished stock, payroll and 
labor accounting and the like. At the reg- 
ular meeting of the Control, questions and 
a general discussion of the subject fol- 
lowed dinner which was served at 6:30 
P.M. at the Missouri Athletic Association. 


San Francisco: 
Topic: Series of Short Discussions 

The regular monthly meeting of the San 
Francisco Control was held at the Olympic 
Club on November 17. The first part of 
the meeting was devoted to a discussion on 
the “Annual Meeting of this Institute in 
New York” under the leadership of Mr. 
Frank J. Meley, of The H. C. Capwell 
Company. He attended the annual meet- 
ing and gave a full report of it to the 
members of the local Control. 

The rest of the evening was given over 
to a series of short discussions with speak- 
ers as follows: 


‘A System of Accounts Payable,” by Mr. 
Charles Brown, Schwabacher-Frey Com- 
pany. 

‘A System of Ordering Office Forms,” by 
Mr. T. Rothman, Pig’n Whistle Corpora- 
tion. 

‘Production Orders,” by Mr. W. L. Eg- 
gert, Pacific Manifolding Book Company, 
Ltd. 


The meeting was well attended and much 
interest was shown in the subjects discussed. 


Syracuse: 
Topic: ‘Depreciation Policies” 

The November meeting of the Syracuse 
Control consisted of a round-table discus- 
sion of ‘Depreciation Policies’’ under the 
leadership of Mr. Howard W. Henderson, 
of the New Process Gear Corporation. The 
meeting was held on November 21 at the 
Syracuse Industrial Club. The Board of 
Directors met before the dinner. 


Twin Cities: 
Topic: “The Fair Labor Standards 
Act of 1938” 
Instead of having a speaker at the No- 
vember meeting of the Twin Cities Con- 


trol the Program Committee arranged a 
round-table discussion of “The Fair Labor 
Standards Act of 1938.” The meeting was 
held at the Minneapolis Athletic Club on 
November 8. Mr. Stacy L. Angle, of the 
Minneapolis & Moline Power Implement 
Company and a member of the Control, led 
the discussion. Members who attended the 
meeting were prepared with questions, and 
the Act was covered as fully as possible, 
the discussion being interesting and bene- 
ficial. The meeting was open to guests. 


Baltimore and District of Columbia: 
Topic: Selected 

The first joint meeting of the Baltimore 
and District of Columbia Controls was held 
at the Carlton Hotel, Washington, on No- 
vember 22. The guest speaker for this 
meeting was Mr. L. R. Pennington. He is 
administrative assistant to Mr. J. Edgar 
Hoover, director of the Federal Bureau of 
Investigation. This meeting was the first of 
a series of joint meetings to be held by 
these Controls twice each year, one in 
Washington and the other in Baltimore. 
There was a good attendance and the mem- 
bers of both Controls pronounced this 
initial joint meeting to be a great success. 


Bridgeport: 
Topic: ‘Manufacturing Companies 
Budgets” 

The monthly meeting of the Bridgeport, 
Connecticut Control was held on Novem- 
ber 9 at the Hotel Bond, Hartford, Con- 
necticut. The speaker of the evening was 
Mr. F. W. Rauhe, of the American Chicle 
Company, Long Island City, New York, 
who addressed the members on ‘‘Manufac- 
turing Companies’ Budgets.” Aside from 
the pleasure of having him as their speaker, 
the members were pleased to have the op- 
portunity to congratulate Mr. Rauhe, as 
chairman of the convention committee, on 
the marked success of the annual meeting 
of The Institute in September. 


Buffalo: 
Topic: “Office Internal Control 
Methods” 

A discussion of “Office Internal Control 
Methods” was led by Mr. George H. Het- 
ley, of Harrison Radiator Division—Gen- 
eral Motors Corporation, and vice-presi- 
dent of the Control, at the monthly meeting 
of the Buffalo Control held at Hotel Stat- 
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ler on November 1. Members had been 
invited to be prepared to discuss interesting 
phases of their own methods and methods 
of spreading the work to avoid overtime 
during the preparation of monthly accounts 
and statements. The members were very 
much interested in this subject because of 
the recently effective Federal Wage and 
Hour legislation. 


Opportunities for Controllers 
(Continued from page 369) 
authority over particular types of ex- 
penditure. His decision certainly 
should be final in cases involving a 
question of accounting treatment. 
Tax negotiations, adequate insurance 
protection, propriety of contract 
terms and provisions, all are manage- 
ment problems that come within the 

scope of his responsibility. 


EXPENDITURES DETERMINING FACTOR 


Expenditure control may be the 
determining factor in the success or 
failure of an enterprise. The control- 
ler’s part in it may be the major por- 
tion of his job. But, someone sug- 
gests, is not that the president's 
responsibility? Is he not responsible 
for the ultimate results of the busi- 
ness? Is the controller going to re- 
lieve the president of his primary 
obligation to conduct profitable op- 
erations? Far from it. The chief 
executive officer must shoulder the 
burden of successful operation. But 
the controller can share that burden, 
and help to point the way. 

The pilot of a great ship is the one 
who keeps it on its course. The cap- 
tain must still determine what that 
course shall be. And so the control- 
ler may be the pilot that guides the 
enterprise in the direction set for it 
by its business captain. 

These two aspects of controller- 
ship are indicated by a simple ques- 
tion. Is the controller to be merely a 
recorder of facts and compiler of 
data, or is he to be one of the direct- 
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ing forces in the management family ? 
The opportunity for the larger serv- 
ice is there. The answer for a par- 
ticular company must come from 
consideration of its own executive re- 
quirements. The answer for an indi- 
vidual controller must come from his 
own vision of the possibilities of the 
job and his own opportunity or abil- 
ity to fulfill them. 


Page Accepts Controllership 
of Cudahy Packing Company 


Mr. Earl D. Page, who has been con- 
troller since 1931 of the Philadelphia and 
Reading Coal and Iron Company, has ac- 
cepted the position of controller of the 
Cudahy Packing Company, Chicago, and 
will take up his new duties January 3. 

Prior to his connection with the Phila- 
delphia and Reading Coal and Iron Com- 
pany, Mr. Page had been connected with 
the United States Rubber Company as a 
special assistant to the controller for eleven 
years. 

Mr. Page became a member of The Con- 
trollers Institute of America on March 18, 
1935. He served three years as a member 
of The Institute’s Board of Directors and 
one year as a Vice-President. He served 
also for one year as President of the Phila- 
delphia Control, having been largely in- 
strumental in organizing the Control, and 
was also a member of its Board of Direc- 
tors. Mr. Page will become a member of 
the Chicago Control. 


Personal Notes 
Mr. A. J. P. Estlin recently was made 
general manager of The Distillata Com- 
pany, Cleveland, Ohio. Mr. Estlin has 
been secretary-treasurer of the company for 
the past two years. 


HANDBOOK OF PETROLEUM AC- 
COUNTING, by Raymond Walter McKee, 
C.P.A. Harper & Bros., New York, New 
York. 500 pages. $5. 

“An oil company can be one of three 
types. The smaller companies are engaged 
in what might be termed a specialized oper- 
ation, either producing, transporting, refin- 
ing, or marketing crude oil or petroleum 
products. As the company increases in 
size it generally commences to embrace ad- 
ditional divisions of operation, but may 
not attain the completely rounded-out oper- 
ation of the third type. For example, a 
producing company may acquire a pipe line, 
and in addition to transporting its own oil 
it may transport oil of other companies for 
a consideration. It may also build a cas- 
inghead-gasoline plant, and may acquire 
certain marketing equipment to dispense its 
products to the public. The third type of 
company is what may be termed a complete 
operation, embodying all branches of the 
industry, including producing, transporting, 


INSTITUTE ACTIVITIES-COMMUNICATIONS 


manufacturing natural gasoline, refining, 
marketing, and the operation of a marine 
division.” 

This is a comprehensive study of pe- 
troleum accounting in all its aspects. In 
addition it includes a comparison of the 
financial structures of American oil com- 
panies. It is a veritable encyclopaedia 
on oil accounting. 

Reviewed by E. STEWART FREEMAN. 








PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed in vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today- 


Rectigraph Division of 


THE HALOID COMPANY 


701 Haloid St., Rochester, N. Y. 
Branch Offices in Principal Cities 
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1) Ability to detect and instantly cor- 
rect errors in operator-made set-ups 


» True figure dials for checking at-a- 
glance both operator-made factors 


> Digit corrections instantly made 
without resetting entire factor 


2) In-built design features insuring 
accurate calculations under all 
conditions 


» Complete Capacity Carry-Over in 
both product and upper dials 


» Correct quotients even though op- 
erator neglects lining-up dividend 
and divisor 


» Easy-to-learn... Easy-to-use... Pre-Set 
Decimal System 















This Greatest Value and Performance 





Satisfactorily 
Serviced 
and 
Consistently 
Preferred 


for 











28 MARCHANT SALES GROWTH 
years GREATLY EXCEEDS THAT OF 
OFFICE EQUIPMENT INDUSTRY 


cvogbgere Seapeecac tangy 


Sales Agencies and Manufacturer’s Service Stations 
in all Principal Cities 


Gentlemen: 





You may send us MARCHANT detailed 
FEATURE ANALYSIS, without obligation. 


Name 


c 12/38 





Address 





City 








EMPLOYMENT 


Young Woman, Stenographer 

A young woman, a graduate of Columbia 
University, seeks a position as stenographer. 
She is twenty-two years old, American born, 
and, although inexperienced, has a Bach- 
elor of Science degree in journalism and 
advertising. Will accept the usual salary 
for a beginner. Address No. 273, “The 
Controller.” 


Management-Minded Controller 


A conscientious, loyal, and tactful execu- 
tive is available for a moderate salary. He 
is qualified by ability and experience to 
accept management authority and respon- 
sibility, and can make management-minded 
reports to president and directors on pol- 
icies and on cost of manufacture, adminis- 
tration, distribution, and finance. His ex- 
perience includes economical and efficient 
management of administrative office of 
more than 100 employees; installation of 
general and standard cost accounting pro- 
cedure in textile manufacturing corporation 
doing more than $6,000,000 annual sales; 
the handling of federal, state, and munici- 
pal income, franchise, sales and personal 
property taxes, insurance, credits, produc- 
tion and inventory control. Here is a man 
who can be depended upon to maintain a 
high standard of ethics and administration. 
A Protestant, 40 years old, with present 
corporation near Philadelphia more than 
ten years, he is willing to locate anywhere 
in the United States. Address No. 275, 
“The Controller.” 


Controller Available 


Available, a man with eighteen years of 
experience with a firm of raw cotton mer- 
chants; five years as assistant to the con- 
troller and thirteen years as controller. 
Duties included general supervision of the 
accounts of offices, many of which were in 
foreign currencies; watching subsidiary and 
affliated companies, preparing a large va- 
riety of statements, and supervision of per- 
sonnel, correspondence, and the like. Age 
is 49, can furnish references of the most 
substantial kind, prefers vicinity of Phila- 
delphia for the present but will consider 
any locality. Question of salary is open. 
Refer to “The Controller’—No. 277. 


Controller or Assistant Controller 
Certified public accountant, 36, Christian, 
wide experience in industrial accounting, 
taxes, costs, wants position with reputable 
concern. Box No. 278, “The Controller.” 


Controller—Executive Assistant 


An executive accountant is available 
with a background of thirty years of 
diversified accounting experience in the 
employ of one of the larger manufac- 
turers of heavy equipment with domestic 
and foreign activities. He is accustomed 
to responsibilities entailed in the super- 
vision of an accounting staff of seventy 
to one hundred members, and is com- 
petent to develop and maintain account- 
ing records including plant and depre- 
ciation, production, cost and financial 


statistics, payrolls and taxes, accounts re- 
ceivable and payable and the like. He is 
familiar with merger procedure, reports 
to stockholders and to Securities and Ex- 
change Commission. Address, “The Con- 
troller,” No. 279. 


Wanted—A Cost Accountant 

An eastern firm wishes to employ a cost 
accountant in charge, at $35 to $40 a week. 
Must be thoroughly familiar with and be- 
lieve in standard costs; must have had train- 
ing in the textile field, preferably rug and 
carpet manufacturing, or pile fabric manu- 
facturing. Important position in organi- 
zation looms ahead. Address No. 280, 
“The Controllex.” 


Paymaster-Assistant Chief Clerk 


After twelve years in his present posi- 
tion, a man is looking for a new con- 
nection as paymaster or assistant pay- 
master with a progressive company. His 
experience for the past twenty years quali- 
fies him for a position as paymaster, as- 
sistant chief clerk, and general office 
worker. He is new with a firm which 
employs from 700 to 1,000 men, but can 
be released. Salary range would be 
governed by locality of new position. 
Address No. 281, ‘The Controller.” 


Controller—Treasurer 


Certified Public Accountant, 39, mem- 
ber American Institute of Accountants, 
with extensive public experience of first 
rank, tactful executive, supervision over 
100 people, experience in many lines, 
United States and foreign, excellent co- 
ordinator and constructive builder. Now 
employed, wants responsible position 
with concern believing in the coming 
business expansion of the nation, Ad- 
dress ‘““The Controller,” No. 282. 


Young Man Stenographer 


Young man, stenographer, with some 
experience, recently arrived in New York, 
desires work at small wages. Attractive 
personality. Address No. 283, “The Con- 
troller.” 


Controller 


With fifteen years of experience, a con- 
troller, 40 years old, is available who can 
take charge of all general accounting, cost 
accounting, office management, production 
control division, including stock control, 
and who can develop a substantial savings 
plan of self insurance. He is experienced 
in all phases of corporation accounting and 
in the preparation of state and federal tax 
returns. He has made an outstanding record 
both as a controller in manufacturing activ- 
ities and as a consultant and operating ac- 
countant in connection with the reorganiza- 
tion of several existing corporations and 
the foundation of several new corporations. 
He is a graduate of Columbia University 
and attended for one year the Harvard 
Graduate School of Business. He is a capa- 
ble executive, thorough in his work, and 
able to enlist the cooperation of his asso- 
ciates. He is a gentleman at all times and 
is highly dependable. Address No. 285, 
“The Controller.” 
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The following index of articles and other material which have 
been presented in the columns of THE CONTROLLER in the twelve 
issues published during 1938, is presented with the thought that 
it will facilitate reference and make the material quickly available 
for study. 
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Next Step in’ 
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“Accounting Principles Summarized’’ February 46 
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“The Budget: Its Preparation and Use” 
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“Capital Stock Declaration” 
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Clerical Efficiency of Sales Offices Graded 
Committee on Ethics and Professional Stand- 
ing Reports 
‘‘Comptroller-General, What Suggestions Would 
Business Make On?” 
Statement—Henry C. Perry 
Conférence of Controllers in Indianapolis 
“Constructive Industrial Relations Program, 
Details of, Described” 
Address—Harold B. Bergen 
“Controller Assists Sales Manager Eight 
Ways” 
by Louis W. Jaeger 


March 


August 


March 


October 


May 


February 


July 


August 


May 
April 


August 
February 


September 


November 


May 
October 


July 
December 
June 
August 


April 


May 
February 


April 


PAGE 
306 


304 


43 


207 


130 


288 

















Index—1938 








“Controller in Favorable Position To Observe 
Trends” 
Paper—J. C. Sanders 
“Controllers, Opportunity for Larger Service 
by, Very Near” 
Article—F. J. Carr 
“Controllers Have Widened Responsibility to 
Management” 
Address—Henry C. Perry 
“Controller's Responsibilities Today” 
by Henry C. Perry 
“Controllership, Training for, A Problem for 
Leaders in This Field’ 
Article—Professor Wyman P. Fiske 
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Fiske’s article 
“Cost Accounting Problems” 
Paper—Howard C. Greer 
“Current Depression Does Not Reflect Break 
Down of Economic System’’ 
Address—Dr. Norman J. Silberling 
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Daugherty, Carroll R. 
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Wages and Hours Act Far 
from Complete” 

Davies, John 
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chases”’ 
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Paper—John Davies 
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Paper—‘‘What Federal Social Security 
Act Now Requires from Em- 
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Address—Lawrence A. Appley 
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Saunders, Philip 
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ment’s Powers To Levy and Collect” 
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e CONTROLLERS can’t steer by dead reckoning. They must take their busi- 
ness bearings day by day. And they find Long Distance telephone service 
a very helpful instrument. 

¢ What are the facts and figures in the Middle West? In New England? In 
the South? .. . Long Distance makes a swift check-up for them. 

¢ When controllers have to prepare a report . . . compile a mass of data... 
balance the books for the quarter, Long Distance covers a county or the 
continent for them . . . quickly, clearly, directly. 

e And knowing how helpful and economical they find Long Distance, they 


naturally favor its judicious use in other departments. 
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The largest colonial structure in the world—the 
home office of the Aetna Life Insurance Company 
at Hartford, Connecticut—and its affiliates The 
Aetna Casualty & Surety Company, The Stand- 
ard Fire Insurance Company, The Automobile 
Insurance Company of Hartford, Connecticut. 





AETNA LIFE 
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Throughout the world men of bus- 
iness acknowledge the efficiency of 
the great insurance organizations 
... take off their hats to the im- 
mense volume of detail work such 
companies handle with phenom- 
enal speed, breath-taking accuracy 
and startling economies. 


No wonder then that it is a mat- 
ter of pride that such an outstand- 
ing organization as the Aetna affil- 
iates use great batteries of Under- 
wood Elliott Fisher Accounting 
Machines. 

Underwood Elliott Fisher makes 
three complete lines of accounting 
machines with a wide variety of 
models ineach. Accountants will tell 
you that Underwood Elliott Fisher 
not only has just the right machine 
for every problem but a nation-wide 
organization to help in applying 
these machines to every business. 


UNDERWOOD ELLIOTT FISHER 


ACCOUNTING 


MACHINES 


Part of the battery of Underwood Elliott Fisher Machines used by Aetna Life in its Group Insurance 


} 


Department. Aetna Life has developed a speedy and accurate 


Three « 


group insurance statements on these machines. 


method of typing, adding and computing 
4 


distinct types of Accounting Machines are used in 


handling the business of this department. Underwood Elliott Fisher supplies all of them. 


No matter what your accounting 
problem may be just put it up to 
your own Accounting Department 
and Underwood Elliott Fisher. And 
remember when Underwood Elliott 
Fisher recommends a machine, you 
may be certain that it’s capable of 
doing your accounting job. Every 


Underwood Elliott Fisher Machine 
is backed by nation-wide, company- 
owned service facilities. 


Accounting Machine Division 
UNDERWOOD ELLIOTT FISHER COMPANY 
Accounting Machines ... Typewriters... Adding 

Machines... Carbon Paper, Ribbons 
and other Supplies 
One Park Avenue New York, N. Y. 
Sales and Service Everywhere SS 
Underwood Elliott Fisher Speeds the World's Business \_ > 
Copyright 1938, Underwood Elliott Fisher Company 





Control Your Typography 


and Save Money and Time 
With the modern 


VARI-TYPER 





ELECTRIC COMPOSING MACHINE 


(Operated by Typist) 


You are interested in controlling expenses in every de- 
partment of your office and plant. When it comes to 
printing and duplicating, you lose the control you would 
like, but, you do not want to go into the printing busi- 
ness. 


The Vari-Typer electric composing machine permits 
you to duplicate with printing effect, a great many forms, 
manuals, price lists, catalogues and instruction manuals 
that you feel require the effect of printing. 


First, the Vari-Typer permits the use of a great many 
sizes and styles of type. Secondly, the machine is con- 
structed to change the horizontal spacing of letters and 
the vertical spacings of lines. The right as well as the 


left margin can be made a straight line, closely resem- 
bling galley composition in newspaper format. 


Essentially, we recommend your investigation of the 
Vari-Typer because it will save you from 20 to 75% on 
your printing and duplicating expenditures. 


These savings can be effected in your mimeographing, 
photo-offset, condensing financial statements, ditto and 
in any area where duplicated and printed typography 
plays a part in your organization. 


Write us for further information. Or better yet, con- 
tact one of our offices to have-the Vari-Typer shown. 
Our men can tell you the areas in which savings can be 
made and the approximate amounts of these savings. 
Absolutely no obligation, of course. 


Manufactured by 


RALPH C. COXHEAD CORPORATION 


17 PARK PLACE 


(Offices in Principal Cities 


NEW YORK, N.Y. 








